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Creation of Wealth 


HE two ways of finding resources for rearmament are either to 
produce more in total and rearm out of the surplus or else to 
divert some production from its present civilian purposes. The 
relative emphasis put on these two methods will most sharply express 
the differing approaches to the economic problems of defence taken 
by the ministers of the North Atlantic countries when they talk in 
Ottawa next week. The two methods are never, in practice, simple 
alternatives. However quickly production as a whole is increased, 
a large rearmament programme is bound to cut into the supplies of 
those civilian products—such as motor cars—that require the same 
type of plant, materials and labour as do the main items of armament 
production. Nevertheless, the contrast between American optimism, 
at one extreme, and British pessimism, at the other extreme, is sharp. 
The Americans, naturally influenced by their own wartime experience, 
think of rearmament primarily as a problem of increasing production. 
The British people had to fight the last war differently, and therefore 
tend to think of rearmament differently. They see its problems 
primarily in terms of diverting resources, of cutting down civilian 
consumption ; they do not, in general, expect total production to 
rise so quickly as to take care of rearmament without tears. 


These two views are bound to be to some extent mutually irritating. 
The American view can be dubbed selfish and the British view 
defeatist. It is important to remember that they reflect a wider, and 
more familiar, difference in economic outlook. The American atti- 
tude is expansionist and the British attitude is—haltingly, and with 
an uneasy conscience—restrictionist. The question is whether the 
British attitude is also realistic. In a letter published in our last 
issue Mr David Eccles accused The Economist, in particular, of being 
too pessimistic about the scope for increasing the British national 
income. He gave three reasons for optimism, which may be re-stated 
as follows: — 


(1) The present level of production in many industries represents 
a very disappointing return from all the new methods adopted and 
the new equipment installed since the war. It must be regarded as 
a failure so far, and could be improved on. 


(2) If the output of a few key goods—and particularly of coal— 
could be substantially increased, productivity in many other indus- 
tries might for that reason alone be improved dramatically. 

(3) There would be many more goods to buy if full employment 
really meant that everyone’s energies were fully engaged in useful 
work. In fact, much employment at present represents feather- 


- bedding of one kind or another. 


These three propositions are unexceptionable. They are worth 
constant statement even though the second and third are truisms. The 
list could usefully be extended. The re-equipment of British industry 
since’ the war has been extensive but inadequate. Particularly in 
manufacturing—as opposed to the basic industries that Government 
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policy has most favoured—productivity could be greatly 
increased by further investment. A speedier practical 
application of the results of scientific research would also 
show large returns. There is much scope for improve- 
ments in management ; to bring the least efficient firms 
near to the standards of the best would raise productivity 
considerably. And there is even more to be gained by 
the elimination of restrictive practices by labour and 
capital. 

Such points as these are indisputable. But they are 
also entirely irrelevant to the practical question whether 
a cheerful or a gloomy view of future productivity is 
reasonable. The Economist is as convinced as Mr Eccles 
of the economic and technical possibilities of increasing 
production, of weaving four yards of cloth where three 
are woven now. But possibility is not the same as likely 
achievement. Our doubts are not technical or economic 
but political. Will either a Labour or a Conservative 
government do the things that are necessary to translate 
possibility into achievement ? Is either party ‘really 
interested in the policy of tough, vigorous expansion that 
Mr Eccles wants ? At the moment, the pace of postwar 
expansion is certainly slackening. According to Mr 
C. F. Carter’s estimates, the real product of the United 
Kingdom (that is, the gross output of services and agri- 
culture as well as of industry), which remained almost 
stationary from 1946 to 1947, increased by 5 per cent 
in both 1948 and 1949. The latest calculations, pub- 
lished in the current Bulletin of the London and Cam- 
bridge Economic Service, show that last year the increase 
was only 3 per cent. There is every indication that this 
year it will be smaller again, and may be very small 
indeed. Moreover, the productive labour force has in- 
creased since the end of the war. Over the four years 
from 1946 to 1950, productivity—in the loose sense of 
real product divided by the number of people employed 
outside the armed forces—increased by only 8 per cent. 
With the natural forces of postwar recovery exhausted, 
there is no reason to believe that present policies and 
present administration will sustain an increase of any- 
thing near this 2 per cent a year. 


* 


How would a Conservative government change those 
policies ? Mr Eccles asks people to put their first faith 
in its moral influence. It would “ rouse the virtues of 
enterprise and patriotism.” The importance of those 
virtues is not in dispute. But something has to be done 
to rouse them. Mr Eccles seems to believe that the 
mere existence of Conservative ministers in Whitehall 
would do the trick. Is that anything but wishful think- 
ing ? Is it any less simple-minded than the Labour 
Party’s belief, before the days of disillusionment, that 
railwaymen would automatically work harder and 
abandon restrictive practices if the four main-line com- 
panies and their shareholders were replaced by the 
British Railways Executive and the state ? To suppose 
that either trade unions or employers would suddenly 
become less restriction-minded after an election is 
fantastically unreal. Would the miners automatically 
work harder or longer, or accept Italians ? A Conserva- 
tive government will get a response by what it does, not 
by what it is. It has to establish the conditions in which 
more wealth will be created, not to conjure up wealth 
by expressing the right sentiments. 

It is easy to understand why British pessimism makes 
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many Americans impatient, They do 10; see why. ; 
technically it 1s easy tO Increase production, som os 
so plainly in everyone’s interest should be nial 
difficult. They naturally do not appreci tc aly 


; : cee ee h 
defensive attitudes, which are almost in.-. tably bu, 
tionist, take hold of a country that has see, jt; indu ne 
supremacy pass and its basic industries ro: Th. ms 


servative party, which played so large a par; ip creat 

these protectionist restrictions, should be wel] seg 
their strength. Economic liberalism, the attitudes x 
tough expansionist society seizing on «\ na 
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st : : cry technicg 
possibility for increasing production, the ere 
philosophy of the successful economy. 8 though mogt 
of its doctrines are equally valid for the les Successful 


economy, for the industrially second-rate their yyj dig 
is far less apparent. Expansion is then j.;: 


é a8 much ip 
the general interest, but the number of particular 
interests that are hurt-in the Process is proportionately 
far greater. To believe that a British governmem will 


quickly expand the national income involves, if jt i 
realistic, a belief that it will begin by doing many 
unpopular things. The Economist wil! become opti 
mistic when it sees evidence of such courage in one oy 
both of the main political parties. 


* 


Mr Eccles said, in his deservedly well-known speech 
at Sturminster last month, that a Conservative gover 
ment would “legislate for more and fair competition,” 
It will mark a complete revolution in Conservative think- 
ing if such legislation in fact breaks up all the price rings 
and restores the sort of vigorous competition that would 
quickly and greatly increase industrial efficiency. It 
would be foolish to despair of such a revolution, but 
there is certainly no evidence that it has swept the 
Conservative party yet. 


Vigorous legislation against monopoly could not, in 
any event, produce its main results within a year or so. 
There are many smaller but useful measures by which 
a Conservative government could, and no doubt would, 
encourage higher production in the meantime. It is not 
difficult to create a few more incentives than there are 
now, or to remove a few restrictions. But such changes 
are entirely subordinate to one main point of policy. 
It is necessary to avoid further inflation. Mr Eccles 
himself has neatly defined the constructive aim. “We 
shall make both ends meet by expanding the national 
income and taking care to live within it.” | iving within 
the national income means, of course, keeping the claims 
on production down to the level that can be met: tt 
means avoiding inflation. And inflation, «s again Mr 
Eccles himself has said, is “ by far the most damaging 
restrictive practice. . . . It pins down capita! and labour 
and encourages short. working and low production.” It 
may not, of course, absolutely prevent production from 
increasing if the other forces pulling product:on upwards 
are strong, as they have been during the siage of post 
war recovery. The confidence that ful! cmployment 
inspires is, taken by itself, a force making {or ¢xpansio®. 
But if full em is only sustained by inflation— 
and particularly by the inflation of consumers incomes” 
the extra production it calls forth will not go © 
strengthen the economy at its weakest points. The ext 
goods are mortgaged, before they are produced, 
higher consumpti at home, and do not incite 
exports ; they , eed enable this country to cam 
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imports of raw materials required to keep production 
expanding. 

The conclusion is plain from Mr Eccles’s own argu- 
ments. A Conservative government can do what he 
promises of it only if it starts with a disinflationary 
policy. And disinflation means reducing the claims on 
the national income to those that can be met from the 
present income, not the income that may be produced 
if all goes well after two years of Conservative govern- 
ment. If the defence programme is to be fulfilled, if 
Britain’s overseas payments are to be balanced, if pro- 
ductive capital investment is to be increased (as, for Mr 
Eccles’s expanding economy, it must be), then the claim 
to the national income that must in the first place be 
reduced is domestic consumption. 


Once that necessity is accepted by the government, 
whatever its party, optimism can begin. It would 
verhaps be too much to say that the foundations for an 
expanding economy will be laid, but at least the site will 
be cleared. The congestion that now clogs the economy 
will be cut away. If disinflation is followed by a real 
attempt to break monopolies and restore vigorous com- 
petition, if the penalties on saving and risk-taking are 
removed and the incentives to hard work strengthened 
all round, then within a year or two the technical and 
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human possibilities of increasing production will be 
realised. Productivity will begin to rise quickly and 
will far outweigh the initial cut in consumption imposed 
by disinflation. 

That cut is small in amount (no one, it should be 
unnecessary to say, proposes to provoke a slump) ; but 
it is the essential condition of the rest. If Conservative 
propaganda ignores the Condition, if it promises a bigger 
national income and rising living standards from the 
start, then a Conservative government will never have 
the courage to adopt disinflationary policies, still less to 
go on vigorously to restore competition ; nothing else it 
does will then create an expanding economy. If it is 
pessimistic to be conscious of this danger, then The 
Economist is pessimistic and will remain so until the 
leaders of one party or the other demonstrate their deter- 
mination and capacity to stop inflation. But the source 
of pessimism is not any lack of faith in the capacities of 
the British people and their economy. On the contrary, 
if the politicians will give the economy a chance, if they 
will have courage temporarily to cut consumption to the 
resources immediately available, then there is every 
reason to believe that a quickly increasing productivity 
can provide security, external solvency and a rising stan- 
dard of living thereafter. 


Atlantic Issues 


W ITH the Japanese treaty signed and the San 
Francisco Conference adjourned on schedule—a 
triumph of Mr Acheson’s stage management—the round 
of further cotiferences in North America can proceed. 
Simply to call the roll of these meetings, with their 
slightly shifting personnel and their overlapping agendas, 
is merely confusing. But it is clear that one meeting of 
the series, that of the North Atlantic Council in Ottawa 
next week, overshadows the others in importance. 


It would take the rhetoric of Mr Churchill to put glow 
and significance into the agenda chosen by the North 
Atlantic Treaty Powers for the meeting. It is true that 
the items are important, and that some of them are 
crucial. But they are too familiar, too pitted with con- 
troversy, to stimulate either fresh hope or new loyalty 
in the western peoples whose ministers will be in council. 
For all that Ottawa can do with these issues is to induce 
compromise where it has been refused over the past ten 
months, to show that Ministers of Foreign Affairs, 
Defence and Finance can reach in the Council of Nato 
agreements that they have not allowed their officials and 
military advisers to reach in such subordinate bodies as 
the Council of Deputies, the Standing Group and its 
Military Committee, or the Financial and Economic 
Board. Such a demonstration will not impress ordinary 
people, who are already asking why allies dedicated to 
such an urgent and vital task as the defence of free 
Europe find it so hard to agree about commands, finances 
and other issues which would be settled in a matter of 
days if war broke out. The Council of Ministers will 
hot impress by just taking, with reasonable speed and 
competence, decisions that should have been taken 
months ago. Their record to date is not good enough. 

It is time for a new initiative. The apparatus for 
knitting the free world together exists, but it exists at 
Present more as a collection of components than a frame- 





work of action. That the North Atlantic Treaty 
Organisation exists at all is a very considerable achieve- 
ment ; an effort comparable to that required to set it up 
is now needed to make it work. How urgent this has 
become can best be seen by considering the present state 
of some of the specific tasks that now face the allied 
powers of the Atlantic community. One of the current 
issues—the relationship of Germany to Nato—was dis- 
cussed in The Economist last week ; some of the others 
are shortly dealt with in the following sections of this 
article. 


7 Organisation 


The first of these issues is to find means by which 
the member governments of Nato can reach decisions 
which will be binding upon them and on which their 
servants can act. Next week’s meeting of the supreme 
authority of Nato is long overdue. Questions vital to 
the future of the organisation and decisions necessary to 
the firm planning of Europe’s defence have for months 
been allowed to shuttle back and forth within a badly 
integrated political and military hierarchy. There have 
been occasions when the political department of Nato 
(the Council of Deputies), the military departments (the 
Standing Group in Washington and the Supreme Com- 
mander in France) and the economic committees in 
London and Paris have all been working simultaneously 
on the same problem with no clear division of respon- 
sibility or chain of command. Every delegate in Nato 
has had his master—a minister in London or Paris or 
The Hague—but Nato itself has had no master. To 
take only one example of the lack of arrangements and 
capacity for decision: if the Supreme Commander of 
Nato’s forces, General Eisenhower, wants a political 
decision of importance he must address himself formally 
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to the Standing Group of chiefs of staff in Washington, 
which then passes the request to the Deputies in London. 
But the Deputies can take no decision ; they cannot even 
formulate a joint recommendation. Their job is to see 
that a recommendation on which general agreement is 
likely goes to each Foreign Minister through each 
Deputy. There is, in short, no Nato decision unless the 
Council meets—and the Council last met in December, 
1950. There are, of course,-informal ways of circum- 
venting this procedure, for General Eisenhower is 
entitled to approach personally any government or 
minister whose aid he requires. But the inevitable result 
of such practices will be that every kind of matter will 
be diverted for quick solution to the Supreme Comman- 
der’s desk; indeed, the process has already begun 
and there is more than one high officer in Shape who 
has been asked for help in such non-military matters as 
preparing a national budget or preventing a coal crisis. 


* 


In other words, the organisation called Nato has been 
lacking firm decisions and regular direction from the top. 
Whether the whole Council of twelve could take on this 
role—as it should according to the Treaty—is a matter 
for argument. In case of war it should certainly entrust 
political direction to a small group as strategic direction 
is already entrusted to an American, a British and a 
French officer in the Standing Group. But in peacetime 
it seems that national suspicions and jealousies are still 
too sharp to make possible such a delegation of powers ; 
thus, for this Ottawa meeting the Council may be up 
to thirty strong. The experience may well be salutary 
and should start governments thinking whether the 
affairs of Nato do not now require, at the top, some organ 
of unquestioned authority in much more frequent session. 

Nato, in fact, has been trying to do too much and 
achieving too little. It has bitten off a great deal and its 
scope has tended to widen, both in the range of its con- 
cerns and also in its territorial spread, for Greece and 
Turkey are now to be invited to join, and Nato’s writ 
may be made to run even further into the Middle East. 
Nato, is thus not far from becoming a substitute 
United Nations for the free world. Before it begins to 
overhaul its organisation and methods of work, a clear 
conception is needed of what it is expected to be and do. 
The original design was simple: to bring to Europe the 
pledge of immediate American and British aid against 
aggression and to place twelve nations as quickly as pos- 
sible in a posture of defence. What could be done 
quickly has been done and the effort to make the West 
stronger is now being planned not in months but in 
years ahead. The patterns of defence expenditure in 
this country and others show that the allies are now 
engaged on a medium-term programme ; and the delayed 
decisions and the carefully leaked controversies of 1951 
show that some of the urgency and fear of a year ago 
have gone out of the counsels of Nato. 


* 


Perhaps the most important question of principle to 
ask is whether Nato is regarded as the embryo of a 
permanent and developing union of the free nations, or 
as a piece of machinery to do a specific job and then to be 
dismantled. Formally, it is the latter, and many of those 
chiefly concerned with it take the view that it is an 
operation with a. definite closing date. In General 
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Eisenhower’s headquarters it is fair to say | 
about the future play as much around 

whether Europe will be strong enough by 
Americans want to withdraw their troops as aroung th 
more familiar question whether the Wes: as a whole . 
be strong enough by the time the Russians decide Ps 
can afford a war. Certainly this specific job ha Pa 
priority, and unless it is performed successfully there vi 
be no future for Nato. But those who hope that, whey 
the emergency passes, the organs of unity. strengthene 
by their achievement, will be left behind. wil have an 
eye to this wider future in settling the immediy 
arrangements. Organs are needed that can both fun. 
tion expeditiously while the pressure lasts and can alg 
legislate for the free world in the larger days of full peace 


On the best form of organisation at the top, something 
more is said in the final section of this article. By 
there is one piece of clarification lower down to whic 
brief reference should be made. On the military side, 
the chain of command is tolerably clear and the towering 
personality of General Eisenhower imposes unity. By 
on the economic side, there is still some confusion 
between the functions of the Financial and Economic 
Board and the Organisation for European Economic Co 
operation. Both are concerned with the inter-relationship 
of American aid to Europe with the European nationg 
own efforts, but FEB is a subsidiary of Nato and deals 
with rearmament, while OEEC, the executive organ of 
the Marshall Plan, deals with the general economic 
activities of its constituent countries. Clearly the two 
subject matters overlap, and will do so increasingly, and 
it might seem the obvious course that the two bodies 
should be merged. This has hitherto been prevented by 
the fact that their membership is not identical ; OEEC 
includes the “ neutrals,” such as Sweden, Switzerland 
and Ireland, which are not members of Nato and hence 
not of FEB. Though the two bodies exist side by side 
in Paris and are largely served by the same national 
delegations, there is a tendency for them to grow apart, 
with a wall of security between them. This would be 
lamentable, and if the two organisations, with thew 
differing memberships, have to continue to have forma 
separate existence, it is essential that they should have 
but one staff, even if this means excluding the neutrals 
from it. Competent international civil servants are 100 
scarce to be wasted in duplicated effort. 
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2, Sharing the Burden 


Tue second and equally important task facing the 
North Atlantic powers is the co-ordination of defence 
efforts both within Europe and as between the two sides 
of the Atlantic. The Financial and Economic Board has 
submitted a report to the Ottawa conference showing the 
impact of rearmament on member countrics. It was 
intended to be a “ bur ring ” exercise to suggest 
how American aid could best be adminis‘¢red, “—- 
with their limited resources and the short tme availab 
—they had only two months in which to ¢c' agree 
among 12 countries—the staff of FEB could hardy 
have done more than outline the main problems thit 
should be considered. But some assessmeni of relative 
burdens is clearly needed. On the one hand. if ome of the 
partners were doi : too little, pubsc 


it would be the height of folly to let any one count 
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carry a burden so heavy as to endanger its stability. 


Moreover, the allocation of American aid to Europe 
cannot in justice be determined until the actual efforts of 
rhe different partners are known. 


‘The main means employed to assess and compare the 
defence efforts of the different countries is the currently 
fashionable one of showing defence expenditure as a pro- 
portion of gross national product. The test is an imper- 
fect one, but it does not have to be very delicate to reveal 
the major lesson of the exercise: that the defence efforts 
of the United States and of the United Kingdom are on 
an entirely different plane from those of the other 
European members of Nato. The United States is to 
devote 20 to 2§ per cent of its gross national product to 
defence expenditure. The British figure, at its peak, will 
reach 13 to 14 per cent and in recent months the placing 
of orders has been accelerated to such an extent that 10 
per cent of gross national product is already committed. 
The American and British programmes differ from the 
European not only in their. size but also in their indepen- 


dence of aid. The American programme is, of course, 
wholly self-financed. Although the British Government 
at the outset expressed the hope that American aid would 


be available to cushion the impact of rearmament on the 
standard of living of the British people, less and less has 
been heard of this hope, and the programme was never 
made dependent upon it. 

Unfortunately, the same cannot be said of other Euro- 
pean countries. Programmes have grown in profusion in 
the fertile imaginations of defence ministers, nurtured 
with the hope that the United States will foot the bill. 
But few contracts have yet been placed. France claims 
that when its plans are put into operation 12 per cent 
of its productive resources will be devoted to defence. 
But this must be largely dependent on American aid, 
since a self-financed programme equivalent to only 10 
per cent of its gross national product would impose a 
severe strain on the French economy. The extent to 
which Germany can contribute to the common defence 
of the West is difficult to estimate for it rests, in the final 
analysis, on political considerations. In the order of 
things, however, it should take its place after France, 
committing, say, 8 per cent of its productive resources 
to rearmament. At the other end of the scale are the 
smaller countries such as Denmark which are planning 
to devote no more than 24 to 3 per cent of their gross 
national product to rearmament. 

[t would obviously be absurd to expect a uniform per- 
centage from all countries. The richer peoples can afford 
not only larger absolute sums but larger proportions of 
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their incomes—a simple application to international 
burden-sharing of the principle of progressive taxation. 
Countries with very little industry are physically 
incapable of making a large contribution to an opera- 
tion that is so largely mechanical as modern war. More- 
over, the statistical estimation is too imperfect to bear 
much weight: no agreement has been reached on a 
uniform method of calculation of such concepts as 
national income and gross national product, and it is 
impossible to express statistically the political and 
psychological effects of a reduced standard of living in 
the different countries. For all these reasons there can- 
not be any rigid formula, and the judgment of what is 
fair must rest on commonsense. 


This having been said, however, it must be added that 
the figures now arrived at do not, in the light of common- 
sense, indicate a rough equality of burden. Continental 
Europe is not yet doing, or planning to do, as much as it 
could or should. This judgment is reinforced by an 
examination of what the different countries regard as 
being defence expenditure. Belgium, for example, on the 
argument that the lines of communication would lic 
across it, considers that any money spent on modernising 
port installations or on improving roads and railways is 
a legitimate part of the defence budget—although it is by 
no means clear that all this expenditure is incurred solely, 
or even mainly, for defence reasons. It may be politic to 
permit a poor country to expand its domestic investment 
under the cover of a rearmament programme—Germany 
is a case in point. But the same procedure can hardly 
apply to a country that for its size is one of the richest 
in Western Europe. 


* 


The impact of rearmament differs greatly from 
country to country, quite apart from the different pro- 
portionate shares of the burden. In Britain the extra 
burden of defence will cause a reduction in the standard 
of living ; but its sharpest effect will be felt in the balance 
of payments, because precisely those industries which are 
the mainstay of the export drive will have to turn over to 
defence production. In France the impact will be less 
on its external trade and more on its internal economy ; 
the shortage of consumer and industrial goods is likely 
to cause a further sharp rise in prices and jeopardise the 
internal stability of the currency. The effect in Germany 
may be a slowing down of the rate of improvement in the 
standard of living of the German people ; rearmament 
could yield either a trade surplus or a trade deficit 
according to the type of goods that German industry 
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has to produce and the method for paying for them. For 
Belgium rearmament may even be a boon, by enabling 
it to use its unemployed manpower for domestic invest- 
ment financed by American dollars. Even in the United 
States itself, the increased burden of defence will mean 
no more than postponing for a year or two the steady rise 
in the material standard of living of the American people 
that has taken place since the war ; and even this will be 
offset by the creation of productive assets many of which 
—especially in the raw material field—will be of perma- 
nent value. 


The international comparison of efforts made, of 
burdens borne, and of need for external aid, is thus a 
highly complex affair which cannot be reduced to the 
two simple formule of such-and-such percentage of gross 
national product expended and so-and-so-many dollars 
of aid required. Aid is, indeed, necessary, for even if the 
European countries can achieve their recently announced 
objective of increasing total production by 25 per cent in 
five years, Britain would still have its trade deficit and 
France its internal financial instability. The chief moral 
to be drawn is that aid, to achieve its purpose, requires 
to be extremely flexible, in method and duration as much 
as in amount. 


The need for flexibility in method can be illustrated 
by the contrast between Britain and France. The 
stability 6f sterling is of paramount importance to the 
economic stability of Europe and, indeed, of the whole 
world. If because of balance-of-payments difficulties, 
Britain had to revert to bilateral trade negotiations, the 
recovery of Europe would be reversed, for it would cause 
other countries to adopt similar tactics to preserve their 
own gold reserves. The most direct way of guarding 
against this danger would be to inject dollars into the 
British balance of payments, dollars which would have 
to be free to be spent anywhere on anything, since they 
are needed to be handed over to other people. It is diffi- 
cult to imagine anything less likely to appeal to Con- 
gress ; but that does not affect the logic of the argument. 
France, on the other hand, can best be assisted by 
supplies of goods. 


In one sense, of course, it is not for the recipients of 
aid to say how it shall be given. But since it is given to 
achieve a purpose, they can properly suggest which 
methods would best achieve that purpose. There can 
be little doubt that this need for flexibility reinforces the 
arguments for a single agency in the United States 
charged with dispensing aid—always provided that Con- 
gress would give it a large measure of discretion within 
its total authorisation. 


* 


3. Raw Materials 


Tue International Materials Conference is not formally 
a part of Nato—again for the reason that it includes 
countries which are not signatories of the North Atlantic 
Treaty. But this is a formal distinction ; it is obvious 
that the progress of the Nato countries’ rearmament 
depends upon a fair and efficient sharing-out of world 
supplies of raw materials more than on anything else. 
The IMC was set up in Washington last March following 
a proposal by Mr Attlee during his visit to President 
Truman ten months ago, which received the support of 
the French Prime Minister. The United States, Britain 
and France became the joint convening powers. 
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The conference has a very loose and flex;b! 
tion, consisting of a number of autonomoys 
each dealing with a single commodity or with 
related commodities... The task of the comm 
study current and prospective trends in 
demand ; to examine methods of expanding 
and reducing consumption; and to intro 
national allocation if an equitable distribut 
secured by no other means. Their recommendation 
must be unanimous and are made direct to the partic. 
pating governments for concurrence. The work of the 
individual committees is co-ordinated by a central group 
It has no control over the committees but merely ensures 
that the same approach is adopted for common problems 

Some twenty-seven countries are at present partici- 
pating in the conference. Eight are represented on the 
central group, which also includes representatives of the 
Organisation of American States and the Organisation 
for European Economic Co-operation. The three con. 
vening powers are represented on each of the seven 
commodity committees ; so, too, is Germany although it 
is not a member of the central group. Otherwise each 
committee is differently composed, in order to represent 
some 80 to go per cent of the producers and consumers, 
But countries that are not members of a particular com- 
mittee have access to and can put their views before it, 
In that way, it is claimed, the interests of all countries 
of the western bloc are safeguarded. 


The membership of the various committees is shown 
in the accompanying table. It will be seen that all the 
commodities covered, except wool, are those in which 
the United States has a particular interest as a supplier. 
Tin and rubber have been kept outside the scope of the 
conference, contrary to American wishes, on the official 
pretext that existing organisations are competent to cope 
with any problems that might arise. So far international 
allocation has been introduced for three materials: tung- 
sten, molybdenum and sulphur. Allocation schemes for 
copper, cobalt and nickel are expected to be announced 
shortly, while another for pulp and paper is still under 
negotiation. Allocation for cotton and cotton linters has 
been dropped, since supplies this season will be adequate 
to cover both defence and civilian requirements owing 
to the large American crop and the general increase m 
production in other countries. The wool committee 
failed to reach any agreement on the principle of alloce- 
tion, for which America was pressing, because Australia 
felt that it would be politically undesirable to interfere 
with the auction system in peacetime. 


The success of the IMC to date, then, has been due to 
the willingness of the United States to ration mitt 
nationally the supplies of those materials that it controls. 
It is true that America is a net importer of tungsten, but 
when IMC was set up, the United States was about 10 
conclude long-term contracts with overseas supplies 
which were dropped in order to make international allo- 
cation possible. Britain’s sole contribution to allocation 
ltas been to agree with the United States last July that 
would be desirable for wool ; but the Commonwealth 
exporters could not be convinced.* It may n0W be 
necessary to offer tin or rubber for allocation by IMC m 
order to redress the balance. 


The comparatively small number of operating gt 
tion schemes should not, however, be taken as ! 
measure of IMC’s achievement. In the main, 
problem of raw material supplies is being tackled 
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THE 
even solved. The scarcity of certain raw materials that 
threatened industrial production in both Britain and 
Europe has been alleviated, and more or less adequate 
supplies have been guaranteed at either fixed prices or 
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at prices within an agreed maximum or minimum limit. 
Producers are thus assured a reasonable return and con- 
sumers are safeguarded against fantastic rises in price. 
The threat of an immediate world scarcity of raw 
materials has largely retreated into the background. 


A large part of the credit for this belongs not only to 
the work of the IMC but to the measures taken first by 
the United States and then by Britain to restrict domestic 
consumption of scarce materials. But it is also safe to 
say that none of these governmental measures, national 
or international, would have been of much avail if the 
market had not turned round as last winter’s tide of 
demand receded. And in this there is need for caution. 
For though the curve of purely speculative buying has 
risen and fallen, the underlying curve of genuine indus- 
trial demand is still rising and must rise still more 
steeply as the production of munitions gets under way. 
The natural expectation must be that materials will get 
ughter rather than easier ; and it is this expectation that 
lends urgency to the Commonwealth raw materials con- 
ference, which is due to open in London in ten days’ 
time and will be largely concerned with measures to 
increase Output. This summer’s conditions have given 
IMC a breathing-space to consolidate its position ; but 
most of its work lies ahead. 


* 


In this case, governments will have to make up their - 


minds whether they really prefer international oversight 
of materials, and allocation where necessary, or a free- 
for-all like last autumn’s, and if they choose the former 
_ they will have to be prepared, in the wider political 

interests Of the world alliance, to override the wishes of 
their own producers, who are naturally concerned only 
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with the one material. Australia has been pilloried, and 
deservedly, for an outstanding example of political weak- 
ness in the face of producers’ short-sightedness. But 
perhaps a more comprehensive example can be found 
nearer home. The British Government was clamorous, 
a year ago, for control of materials. It had chiefly in 
mind, of course, those materials of which the United 
States controlled the supply and lack of which was 
threatening to bring British industry to a standstill ; 
sulphur is the arch-example. These British requests have 
been met by the United States in quite gratifying 
measure. When it comes to materials that are produced 
in the sterling area, however, the British Government not 
only has to deal with organisations of producers, who 
always dislike allocation schemes, it alsc has to remem- 
ber that high prices, though they may be indefensible, 
do bring dollars into the sterling area’s reserves. Hence 
the anomaly that Britain, which first asked for the 
allocation of materials is now, in many cases, resisting 
it. This is not a position that can be maintained for long. 
Once again the need is for the continuous application to 
these detailed and difficult problems of the highest 


political judgment, which can put them in their proper 


place in a grand design. 


4. A New Initiative 


To point out defects and difficulties is not, of course, 
to underrate what has been achieved. Indeed, if one can 
for a moment recapture the mentality of 1947, it is little 
short of miraculous that there should be a North Atlantic 
Treaty Organisation and that it should. give such 
evidences of life and vigour. That it has obvious weak- 
nesses should not be taken too seriously. There is a large 
element of muddling through in every successful human 
endeavour and an organisation that proceeds by ambulant 
solutions of specific problems as they arise is likely to 
be more effective than one that springs in logical per- 
fection from some planner’s mind. Nevertheless if pro- 
gress is by evolution, the prizes in the race go to the 
organism that can manufacture opportunities out of its 
difficulties. It does not take much insight to see that 
Nato, at the moment, has a problem that could be a 
golden opportunity. 


The problem is to find means whereby it can equip 
itself with some guiding principles of action. What can 
be done ad hoc and by unanimous agreement has, broadly 
speaking, been done, or at least set in train. If more is 
to be done, there will have to be a clearer vision of the 
goal and of the way to get there. If the word had not 
been so much abused, one would say that there needed 
to be a plan, that the various pieces of policy that are 
emerging from ad hoc practice should be fitted together. 
This, manifestly, is the position that has been reached in 
the exercise of adjusting the various national burdens to 
each other and applying the lubricant of American aid. 
It is hardly less manifestly the case with the sharing of 
raw materials. 


But there is a still wider reason for some attempt at 


this stage to evolve some general principles of action. *In 
wartime, when there are no limits to the requirements and 
no time to provide them, nations are forced to do things 
that they know will create endless trouble for them when 
the war is over. The deliberate squandering of Britain’s 
external resources between 1939-45, and the postwar 
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difficulties that have resulted, are the clearest example 
of modern times ; but all war has the form of a deliberate 
distortion of economic patterns which have to be pain- 
fully put straight again later on. Even in a quarter-war, 
and even after its first hectic stage has been passed, some- 
thing of this sort is inevitable ; but there should also be 
time and opportunity to stop and inquire if all the 


possible precautions are being taken. It should be some-’ 


body’s*job to think out if there are alternative ways of 
doing things which would be almost as effective now, but 
would cause less disturbance hereafter. For example, 
is everything possible being done to prevent the rearma- 
ment programme of the free world from making the dollar 
shortage more intense, and more insoluble, than ever? Is 
it right to develop the supplies of raw materials so inten- 
sively in the United States, where, in peacetime, they will 
cut out imports, and so sporadically in the sterling area, 
where they could be a valuable means of balancing 
accounts? Is everybody agreed that there must this time, 
in sharp contrast to what happened during the war, be 
no transfer of export markets from those who are carry- 
ing heavy burdens to those whose effort is smaller ? 


But a plan, or a programme based upon consistent 
principle, needs political authority. It has no hope of 
survival if every point of it is subject to the iberum veto. 
It is true that planners cannot defy the whole world 
(though they sometimes try to) and that they must seek 
general approval for their objectives and their methods ; 
but they must also have behind them an organ of 
authority armed with the power to insist. This is what 
Nato has always lacked; and if Nato is to go for- 
ward to real achievement, this is what it must now 
acquire. In thé wartime alliance the periodic con- 
ferences between the President and the Prime Minister 
fulfilled this role. The two major powers, with others 
assisting, then pooled some of their sovereignties and 
took decisions which were final. Obviously this highest 
political instance cannot be exactly reproduced in the 


‘changed circumstances. But the task for the statesmen 


of Nato is to get as close to it as they can, and the least 
with which they can afford to be content is that each 
government should nominate a Minister of Cabinet rank 
to sit with his fellows in very frequent session and take 
decisions. The subjects on which binding decisions can 
be taken would, of course, have to be laid down from 
time to time; no government is prepared to sign a blank 
cheque upon its sovereignty. But the time has come 
when it is possible to say, strictly as a matter of the 
practical administration of urgent real problems, that 
there must be some willingness to pool and delegate 
national sovereignty or no further progress can be made. 


* 


This challenge will have to be faced in the coming 
months, and it will either be met or refused. Let us 
hopefully assume, for the moment, that the statesmen rise 
to the opportunity, and create, for the first time in peace, 
an international executive organ. If that triumph of 
statecraft can be achieved, is it to be used only for the 
limited purposes of Nato as originally conceived, purposes 
limited in scope and time? That, surely, would be a 
cruel waste of political skills. If Nato can get that far, 
surely it should be encouraged to regard itself as 
an embryo of world government. The thought will 
frighten the timid. But there are influential 
strands in American opinion, described by a cor- 
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respondent in Washington on page 


Cmber 15, 196) 


it should appeal. ._And whoever ¢! dislikes Which 
principle, the British Government ough: not to be in 
their number, for the development of \.,, would vs 
movement in the direction that the Bri: Governtiey 


has always said that it wanted to move 
put the same point negatively, it avoid 
Whitehall has always found in the var: 


“OF at Least, tg 
the faults that 


} iS other plang 
for international unity that have sproutec since the end 
of the war. Nato is an arrangement beiween govern. 
ments; unlike projects of federalism. i represents 


peoples through their governments, whose author; 
is thus not undermined. Its scope is intet-contineng 
and oceanic; it does not try to confine Britain q 
one continent. And it emerges from specific ang 
practical problems; unlike other plans, it does ny 
first create grandiose institutions and then look round 
for something for them to do. 


On the Continent, there is less enthusiasm for the ide 
of an Atlantic community, which has been too often 
presented (largely by British fault) as an alternative jp 
such closef European projects as the Schuman ang 
Pleven Plans. But there is no real incompatibility, 
Indeed, the concept of a European army within the larger 
forces of Nato points the way to a most fruitful concept, 
The free world divides naturally in a threefold way, 
The nations that will have to bear the brunt of the cam. 
paign of preparedness, and would have to do most of 
the fighting if war came, fall (with very few exceptions) 
into three natural groups: North America, the British 
Commonwealth and Western Europe. Let each group 
organise itself as tightly or as loosely as it will; and 
let the three come together to form the supreme organ 
of the free world’s will. This is the pattern of the 
Standing Military Group ; it was the original pattern of 
the International Materials Conference. It could bk 
the means by which, within the free world, represente- 
tion is combined with decision. 


It would not be right to attempt here to give mort 
than the vaguest sketch of this line of thought. Perhaps 
enough has been said to show how the method of mett- 
ing the present needs could be turned into a great 
opportunity. There is, however, one final argument for 
the same thesis. . 


It is easy to forget how very narrow is the basis d 
political stability in the free world. Of the governments 
gathered at Ottawa next week, almost every one is based 
either on a precarious coalition or on an ¢xiguous 
majority. At the time of the recent French and Italian 
elections there was a moment when public opinion sa¥ 
the danger and realised the need somehow to create 4 
body of positive support and enthusiasm, and not merely 
of tired compromise, behind the policies of moderation 
and goodwill that the governments try to practise. in 
addition to its military and its economic activities, the 
united organisation of the free world ba:ily needs the 
backing of faith and emotion if it is to succeed mS 
gigantic task, And if the military and economic orgals 
of Nato cannot get any further without some vee 
to pool national sovereignty, it is safe to say that t 4 
Faith-and-Emotion depa could not even appr 
its task unless the same requirement wer¢ granted. 

This is the ity for courage and imaginane’ 
at Ottawa. Lez us hope that the divine efflatus blows 
through the council room. 
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Welfare for Visitors 


HE previous article suggested that measures to 
expand the tourist industry are hard to reconcile 
with some aspects of the welfare state. Much of the 


official planning for foreign tourists is concerned with 
E extricating them from the effects of various other plans. 
| This is particularly true of American and Canadian 


visitors, and a number of invidious distinctions are made 
between them and visitors from other countries. 


The chief requirement for expanding the ‘tourist 
industry is to imerease the amount of suitable hotel 
accommodation, especially in such places as London, 
Edinburgh and Oxford. In London alone there are 
perhaps 2,000 fewer beds than before the war, for several 
large hotels have been turned into offices. There is 
enough accommodation of the medium type, but the 
luxury hotels are constantly turning people away, and 
there is no doubt that considerable dollar trade Tias been 
lost in this way. But to judge from a recent incident, 
an application to build a luxury hotel is not certain to 
meet with success, for fear of an outcry that scarce 
materials are being used to provide pleasure for the idle 
rich instead of houses for the workers. 


It is rarely indeed that anyone now wants to build 
a hotel, for costs are too high. The British Travel and 
Holidays Association has suggested that the Government 
should help by lending money at 14 per cent for building 
hotels that would earn foreign currency. It is hardly 
surprising that this proposal has been coolly received, 
though the principle seems to be accepted that the exports 
credit scheme should apply to hotels established with the 
aim of attracting Americafi and Canadian visitors. 


If in present circumstances there can be little or no 
hotel building, what are the prospects of re-equipping 
existing hotels that are now somewhat below the standard 
that tourists expect ? For the purposes of building 
licences a hotel is treated as a private house, and only 
{100 worth of alterations can be done without a licence. 
A hotel which has a high proportion of Américan and 
Canadian tourists has little or no difficulty in obtaining 
a licence, but others are more hardly treated. During 
19§0 applications were made for £4,000,000 worth of 


licences for hotel building and extension, but only half 
| that amount was granted, 


The same discrimination has been adopted in the 
attempt to free dollar-earning hotels from the effect of 
purchase tax. In July, 1950, the Government introduced, 
for one year only, the Hotel Grants Scheme. This had 
two parts. First, a hotel keeper who could produce “a 
well thought out and comprehensive scheme.” for 
attracting dollar tourists might obtain a grant equal, at 
the maximum, to the total purchase tax that he would pay 
in carrying out his scheme. Second, it was also possible 
to get a rebate of purchase tax paid for replacement, the 
tebate depending on the proportion of American and 
Canadian visitors staying in the hotel. The reaction to 


this offer was slight. For all but a few hotels, the amount - 
of purchase tax tobe refunded hardly made it worth 
while to keep all the invoices, record the passport 
numbers and fill in the forms. 


Purchase tax not only bears heavily on hotels but is 


a nuisance to the tourist himself. Its purpose is, after 
all, to stop people from buying, and that was obviously 
inappropriate for the foreign tourist. Concessions were 
therefore made, but of a guarded kind. It is very tiresome 
to be obliged to have purchases delivered to the ship in 
order to avoid the tax; and even for Americans and 
Canadians, who again benefit from a special scheme, it 
is irritating to have to fumble for coupons, and may be 
inconvenient that whenever the tourist wants to buy £5 
worth of tax-free goods he has to cash an additional {10 
of travellers’ cheques. Would it be better to allow all 
foreign visitors to escape purchase tax simply by showing 
their passports ? The authorities fear that the shops 
would then be full of foreigners making purchases on 
behalf of their British friends. But it might be worth 
taking that risk for the sake of some additional dollars. 


* 


The welfare state has produced one major irritant for 
which as yet no relief has been found for the tourist. 
This is the impossibility, due to the way the Catering 
Wages Act works, of getting a meal except at rigidly 
limited times. This Act can, it is true, conveniently take 
the blame for everything that goes wrong in the hotel 
and restaurant trade. But there is no doubt whatever 
that its effect has been deplorable. Travellers who have 
to make an early start may have to go without breakfast 
because it would cost the proprietor far more in over- 
time than he could charge for the meal. In the days 
when the maximum price of a meal was five shillings 
a well-known hotel served dinner to a tourist who 
arrived at 9 o'clock ; it cost the proprietor 42 shillings. 
At a certain tourist resort in Scotland the only train 
arrives after the hour at which meals are served. Such 
examples could be multiplied indefinitely. An ironical 
touch is that-one of the duties of the Catering Wages 
Commission is to promote the tourist industry. 


The Act thrust factory conditions on an industry for 
which they are utterly inappropriate. The problem is 
relatively manageable in the large hotel where a shift 
system can be worked, although it puts up the running 
costs. . But the chief sufferers are the medium-sized 
hotels. The country hotel keeper scratches his head over 
the long schedule of jobs in the catering trade, each 
with its appropriate wage and conditions. Chef Entre- 
metier, Commis Garde-Manger . . . how should he 
classify old George who has always carried up ihe 
luggage, taken the visitors their early morning tea, 

the chickens’ necks when necessary, and many 
jobs besides ? George used to be about from morning 
till night, but he slept all afternoon when there was 
nothing to do. Now the maximum “ spreadover” of 
his work must be 12 hours (or if the hotel has less than 
35 rooms, 14 hours). He used to be on half-pay during 
the winter ; now he is sacked because the hotel cannot 
afford to pay his wages. Some of the small hotels and 
inns have found it worth while to close their bedrooms 
to bring the number down to four, when the Catering 
Wages Act does not apply. The only other wiy for the 
ietor of a small hotel to give satisfactory service 
in spite of the Act is to have all his relatives working 
in it. 
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In the hotel industry there is very little organisation 
either of employers or of workers. The negotiations 
which led up to the Act were therefore conducted by 
people not really representative of the trade as a whole. 
The same could be said of the Catering Wages Commis- 


®@>sion which was set up under the Act. Last year an 


enquiry into its working produced a few minor recom- 
mendations which have not been put into effect ; and 
the Government now takes the view that if changes are 
needed they can be made within the existing machinery. 
This ignores the essential fact that the Commission 
cannot revoke the decisions of its wages boards. There 
is little that can in fact be done without a drastic 
amendment of the Act. 


While tourists often complain that they cannot eat 
when they like, they rarely say they do not get enough. 
They have read grim stories about British food rationing, 
and are usually pleasantly surprised to find that they can 
eat very well (if someone tells them where to go) without 
having to surrender coupons, and that chicken, game 
and other alternatives to red meat are not rationed for 
anyone. Yet when the British Travel and Holidays 
Association set out to tell Americans that food is not 
scarce in British hotels they were bitterly attacked by 
the press, by Conservative MP’s, and strangest of all, by 
the hotel trade itself. This was unfortunate, for the fear 
of starvation keeps many tourists away from this country. 


There is one improvement that might help the tourist 
industry a great deal. New legislation should be intro- 
duced to tighten up the regulations about clean food. 
The standard of cleanliness in Britain is far below that 
of North America, and many a visitor to this country 
must see, in snack bars and sometimes in restaurants, 
sights to make his hair stand on end. Last year the 
Catering Trade Working Party made some useful, if 
mild, recommendations on this subject, but nothing 


NOTES OF 


The meeting of the Labour party’s executive on 
Wednesday passed off without giving away any hint of the 
further intentions either of Mr Attlee or of Mr Bevan. Indeed, 
apart from a few of the Left-wing journalists, the Labour 
movement seems to be at the moment peculiarly united in 
its desire to avoid all the unpleasant and important issues. 

In that desire the eighty-third Trades Union Congress 
last week resembled, of course, many of its predecessors. 
Nothing of any importance was said at Blackpool that was 
not also said by the TUC a year ago. It would be wrong, 


however, to take this to mean that the opinions of trade + 


unionists have not changed at all. The point is rather that 
few feel that they Know where they are moving to, and 
most prefer to say as little as possible. The dominant tone of 
last week’s Congress was a sort of dignified bewilderment— 
expressed in the attentive respect with which Mr Gaitskell 
was heard and the calm determination with which two days 
later his advice was ignored. The trade unions left Black- 
pool as they arrived: determined to confine themselves to 
expressing their present discontents without feeling obliged 
to say with any definition what they would like the Govern- 
ment to do about it. The only possible outcome of this 





has been done to implement them. The ; 
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people in Britain aware of this problem for the fips 
time, and vigorous action would be widely w 


Another field in which legislation is requj 
amend the licensing laws. It is too much to ho 


elcomed, 
Ted jg to 


the system of “ permitted hours” should be rete 


altogether, but at least some of the worst 
be removed. The British Travel and H 
tion has just presented a memorandum 
ment, recommending among other thing 
in which alcoholic drinks can be served 
be extended ; 
Customs formalities at international a 


that travellers who 


anomalies coylg 
Olidays Associa. 


to the Govern. 


3 that the hours 
with food should 
have passed the 
Irports should, no 


matter what time it is, be able to buy a drink: that the 
licensing justices in England and Wales should conside 
applications more often than once a year. The memorap. 
dum said nothing about the duties on wine ; but there ig 
no doubt that to European visitors they make a visit 1 


Britain something of an endurance test. 


It would be 


to the advantage of everyone except the brewers 19 
reduce them ; it would certainly be an act of economic 
co-oper#tion with Europe ; and the loss to revenue would 
be small, for they represent only £15 million out of 
£4,236 million of ordinary revenue. Unfortunately the 
reduction of the duties is farther than ever from practicd 
politics, for the puritanism that engendered them has 
now been reinforced by the desire to tax the rich man’s 
drink—although only the tax has given wine that status, 


Legislation on these lines would certainly do more for 


tourism than complicated failures like the Hotel Grants 
Scheme. It would benefit people at home even more 


than the visitors. 


But it would also benefit the rich 


rather than the poor, and that is sufficient to get it 
dismissed as unnecessary even if not actually wicked. 
Yet. it ig surely unrealistic to pretend that the tourist 
industry can be greatly developed solely on the principle 
that now guides its promotion—the principle of fair 
shares for all and a little bit extra strictly for the man 


with dollars. 


THE 


WEEK 


attitude is that the traditional business of pressing wage 
claims should continue—not because the unions collectively 
disbelieve Mr Gaitskell’s warning that it will do them ™ 
- good, but because no one knows what else to do. 
Mr Bevan’s supporters have naturally mace the most 
the unions’ evident feeling that the Government ought 1 
try, at least, to provide its followers with something more 


than Mr Gaitskell had to offer. 


But in fact it was pla 


that as yet discontent in no way implies willingness to suppot 
Mr Bevan. It is true that the General Council treated the 
resolution criticising the Budget charge on glasses and teeth 
as if it were purely a Bevanite heresy, 


the defeat of the resolution by only a small 0 


the voting on this rather artificial issue 


The only resolution implying general suppo 
was put at the end of the long and complex 
was consequently withdrawn ; it would not, 


been withdrawn without a fight 


and yet secur 
ajority. But 


proved nothing. 


to collect substantial support. Mr Bevan’s op 
not enjoy the same freedom of manceuvre at the 
conference in a fortnight’s time, but they can ' 
feel that they owed their victory at Blackpoo! | 


stantial causes. 


Most of the unions were p 


Jain! 


rt for Mr Bevat 


agenda, 


however, have 
if its sponsors had expected 


ponents 


Scarborough 


o more sub 
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,firm, as usual, their loyalty to the movement and their 
faith in the ultimate wisdom of the majority of the party’s 
leaders. That is not a basis on which the Labour party will 
ever restore its vitality and public respect} but it will serve 
to hold Mr Bevan at bay. 


* * * 


Bonus Distribution 


The TUC at Blackpool was determined to maintain the 
principle that the Government, like the Fabian Society forty 
years ago, must provide the brains to match the unions’ 
brawn. The Congress was rewarded to the extent that the 
least ancient of the suggestions put to it did come from the 
Government. This was Mr Gaitskell’s proposal that the 


| undistributed profits of companies should be capitalised as 


an issue of bonus shares to their workers. 


The Chancellor was careful to “throw out” this notion 
as something for the unions to “chew over” for a year or 


two, not as a forecast of Government policy. It was greeted - 


without enthusiasm, but with some flicker of interest. That 
is significant enough. A few years ago it would certainly 
have been howled down. Within the labour movement, the 


| idea is revolutionary ; the interest has always been in redis- 


tributing income and collectivising property, and rarely if 
ever in redistributing property. Indeed, apart from the 
hastily improvised and never understood scheme for 
“ mutualising ” industrial assurance, Mr Gaitskell’s proposal 
is almost the first fruit of all the Labour party’s desperate 
searching for something to do with property other than to 
nationalise it. 
* 


It is perhaps a measure of mental bankruptcy rather than 
of flexibility that the search should have led, however tenta- 
tively, to the familiar and essentially capitalist notion of 
profit-sharing. The form of Mr Gaitskell’s proposal seems 
to have been dictated by his interest in wage stability: the 


- unions have hitherto been reluctant to be persuaded that 


undistributed profits are a necessary part of the country’s 
savings, not mysterious additions to capitalist fortunes that 
ought to be available for immediate consumption as wages. 
But in essentials the idea is identical with many other pro- 
posals for profit-sharing and, apart from practical difficulties, 
is open to four main objections in principle. First, the 
undoubted success of some individual profit-sharing schemes 
depends on understanding and willing co-operation within 
the factory ; to impose such schemes on a uniform pattern 
by legislation is almost certainly to lose their potential 
advantages. Secondly, there is an injustice in attaching to 
the rewards of the wage-earner an equity element dependent 
on the fortunes of a particular concern. The worker takes 
his risk when he decides to work for the concern ; if the 
choice turns out to be bad, he incurs the penalty of having 
to move to another job and possibly of a period of unemploy- 
ment. It is inappropriate that he should also have to bear 
the risk of a reduction of income whenever his firm meets 
a temporarily bad trading year. In practice, of course, 
dividends on the bonus shares would at present be fixed and 
would quickly be regarded as a part of wages—and therefore 
woe betide the firm that cut its dividends. That would be 
an interesting situation, but it is certainly not what Mr 
Gaitskell has in mind and its advantages are hard to detect. 
Thirdly, profit-sharing reduces the return on risk capital 
and thereby weakens once again the incentives to innovation 
and expansion. This objection is particularly strong in the 
case of Mr Gaitskell’s scheme, which would cut the share- 
holders’ interest in the equity more sharply the more 
Successful or financially prudent the concern had been. And, 
fourthly, profit-sharing that really rouses enthusiasm in the 
workers is bound also to increase industrial rigidity. To 
sive workers a stake in a particular firm is to make them more 
reluctant to change jobs and thereby to make it harder to 


Bs 
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maintain full employment without inflation—which depends 
on flexibility in face of changing demands. 


The unions, however, will not search diligently for such 
flaws as these in a scheme backed by the Chancellor’s 
authority. It is most unlikely to be accepted, but more is 
likely to be heard of it—and in less guarded terms than Mr 
Gaitskell used. 


— * a an 
Korea after San Francisco 


To the front line soldier in Korea, last week’s events 
in San Francisco leave things exactly as they were. The war 
goes on. And, for the moment at least, the armistice talks at 
Kaesong appear to have reached the stalemate which, so far 
as the soldier is concerned, is the equivalent of a breakdown ; 
he was in any case always sceptical about stopping this very 
destructive, bitter, unpleasant and extraordinary campaign. 
To the delegates who are now on their way home from San 
Francisco, however, the picture can never look quite the 
same again. In the Far East a new situation has arisen, with 
the Japanese once more able to shape their own destinies, 
and in the world as a whole, the Russians have taken a knock 
which almost certainly widens rather than narrows the gulf 
between them and the free democracies. Indeed, there is 
something mysterious about the way in which Mr Gromyko 
so painstakingly went to San Francisco, hired a large villa 
for a month’s stay, and then not only failed completely to 
make any impression on the fate of the Japanese treaty but 
also even missed the glorious opportunity of making propa- 
ganda capital in Asia. The Americans, and Mr Acheson per- 


sonally, have secured one of the most outstanding diplomatic 


triumphs since the cold war began. 


In Korea the right course for the United Nations must 
now be to prepare for either extreme, for peace’ or a new 
enemy offensive, but to expect what is perhaps even more 
trying—something in between, neither a truce nor an all- 
out war. The one certain fact in recent weeks is that the 
first move for an armistice did come from the Communists. 
Presumably therefore they wanted one. At the same time, 
they have since deliberately made this impossible to attain 
and today the Chinese are as aggressive in pursuit of 
their claims to all Korea as they ever were. The United 
Nations’ interest remains exactly the same as before—to do 
everything possible to prevent the war spreading beyond 
Korea, and to bring the fighting to an end on a defensible 
line. General Ridgway has now given the Communists an 
opportunity to reopen the armistice talks without loss of face, 
by apologising for an attack on buildings in the Kaesong 
neutral zone by a UN aircraft. His task, which he has been 
performing admirably, is to distinguish between yielding 
nothing to the froth and bubble of insult apparently 
inseparable from Communist manceuvrings and the need to 
prevent the strength of his own position making him and his 
negotiators too rigid in outlook. 


THE AGE OF INFLATION 


The three articles by a correspondent, and 
a fourth article expressing the editorial views 
of The Economist, are being reprinted as a 
pamphlet, price 8d. (including postage). 

Special prices for bulk orders: 1 dozen, 7/-; 
6. dozen, £1.19.0; 12 dozen, £3.6.0. 
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Vacillations in Teheran 


Dr Mossadegh has issued his ultimatum to Britain on 
his personal authority and without the sanction of the Majlis. 
It prescribes negotiation on his terms within fifteen days, or 
else the expulsion of the 350 British technicians remaining 
at Abadan. The circumstances in which it has been delivered 
show that his position is weakening at home. British and 
American policy makers now have to decide, by means of the 
action which they take or avoid, whether or not to increase 
that weakness. Their decision can be effective because of 
every Persian deputy’s inclination to wait and see what others 
do before he plumps for a course of his own. But if the 
British leave a door ajar or if Mr Harriman, by agreeing to 
serve as a postman, were tacitly to sanction Dr Mossadegh’s 
latest action, the mounting opposition does not know to 
which side of the fence to lean and so does nothing. 

It would be disastrous if the policies of America and 
Britain were to deviate at this juncture. It is to be hoped, 
therefore, that concurrence was secured before the British 
issued their statement of last week that, in view of Dr Mossa- 
degh’s behaviour, the oil negotiations were not merely sus- 
pended but broken off. Certain American voices were raised 
in immediate criticism of this stroke of policy, arguing that 
it would, by rousing nationalist ire, merely strengthen the 
backing for Dr Mossadegh. At one stage this would have 
been a forceful argument, but in Teheran, once the tide of 
opinion starts turning, old arguments lose their validity. 
Before condemning the policy, its critics should reflect that 
its immediate result has been twice to deny Dr Mossadegh 
a quorum for voting his “ ultimatum ” in a Majlis which has 
hitherto been a slave to all his tantrums, and to cause a 
marked increase in the number of voices which are criticising 
him for his worst failing—a total lack of constructive 
domestic policy, For the other recent acts of British policy, 
entailing the denial to Persia of several exceptional facilities 
once afforded to Britain’s principal oil-supplier, there can be 
no breath of criticism. These measures are described in full 
on page 642. 


x * * 
Tories for Peace 


All that the Conservative party has as yet finally settled 
about its new statement of policy is that it will be published 
before the party conference on October 11th. Mr Churchill 
has completed one redrafting, but after returning to London 
this week he will take further advice, and considerable 
revisions may still be made, as has happened before, at a 
late stage. 

One point, however, may bé taken for granted. The state- 
ment will contain a firm rebuttal of Labour charges that the 
Tories are war-mongers. It may be doubted whether thosé 
charges are now of any propaganda value to the Government. 
They might have had some influence if Labour ministers 
had this autumn been able to present themselves to the 
country as the men who’saved the peace. The suspension 
of the Korean and Persian negotiations has for the time being 
removed that opportunity, and if it cannot be supported by 
the positive claim, however thin, the negative act of slinging 
mud at the Tories is unlikely to impress anyone. 

It is understandable, none the less, that the Conservative 
strategists should be anxious to give the mud no chance to 
stick. They cannot do better than follow the lines of the 
pamphlet “ Pattern of Peace,” by Brigadier A. H. Head, MP, 
which the Conservative Political Centre has published this 
week (price sixpence). There is no blimpishness here. 
Brigadier Head sharply and rightly criticises the weakness 
and short-sightedness of some British policies, particularly 
in the Middle East, but he does so without saying anything 
that can be held to support the ‘charge that, as the Labour 

policy pamphlet put it, the Tories “ demand the use of force 
even at the risk of starting a world war without the support 
of Britain’s allies.” On the contrary, the pamphlet shows a 
lively sense of Britain’s vulnerability. In general, it provides 
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a clear and realistic statement of the principles of jag 
policy—and their military implications—tha: were. ina 
confused fashion, almost completely ag 


reed | 
parties until Mr Bevan published his Rcesic: d between the 


. and 
son decided that he was more at home in out Nea 


than in the serious discussion of foreign affairs. ]; is 

the right tactic, as well as the duty of states nansh; oe 
Tories "to continue to emphasise that nation.| aa ply 
Mr Morrison finds it convenient to pretend tha i he 
vanished. _ 


* * + 


Conservative Avant Garde 


The Conservative Political Centre ha; 
its discussion series of pamphlets, a bookie: 
ment ”* which might, or might not, be a >: 


JUst issued, jg 
. “Lr 
on Employ. 


: P _ Oe rtent. Accord. 
ing to Mr R. F. Harrod’s foreword, it is “ of public interest 
as reflecting—subject to the author’s personal emphasis and 


shading of particular matters of detail—the attitude 9 
modern Conservatism.” With due respect to Mr Harrod, thy 
is just the question ; does it reflect the attitude of “ modern 
Conservatism ” or that of a quite untypically liberal inte. 
lectual fringe ? 


The booklet is an excellent broad statement of economic 
theory ; it takes the essentials of the Keynesian analysis ang 
sets out their practical implications, puts in due perspective 
those employment problems to which Keynesian techniques 
are apposite and those to which they are irrelevant or worse, 
hammers home the case for mobility and acaptability—ang 
pillories restrictionism and Protectionism. “Restrictions 
designed to exclude goods which can be made more cheaply 
abroad are a direct attack on the standard of living” says 
this astonishing spokesman of Conservatism ; and again, 
“ ,.. The State can help by discouraging certain tendencies, 
such as the attempt to stifle competition. In the ‘thirties, 
the record of the State was a long series of restrictive prac- 
tices.” How would any normal Conservative party gather- 
ing receive such heresies ? Mr Gaitskell explaining to the 
TUC that the traditional Socialist recipes for prosperity have 
achieved their utmost effect, and must be supplemented, has 
a less uphill job than Mr Wood persuading Conservatives 
actually to reverse and condemn their most cherished 
policies. Uphill or not, however, the job is being tackled: 
and Mr Wood has at least so much of an official blessing 
as is implied by the Conservative Political Centre imprint. 


A party whose ideas are never challenged from within 
and whose internal organisation offers no forum or areas for 
such challengers must eventually pay the penalty of intelke- 
tual obsolescence and a mere last resort or lesser 
evil, thriving, if at all, only on the grosser mistakes or mis 
fortunes of its opponents. It is from such a plight thata 
liberal-minded avant garde is trying to rescue Conservatism. 
Will the rescue come in time ? Labour had nearly fiftees 
salutary years in which to cultivate, in the wilderness, the 
fruits of that lively self-questioning which followed the catas 
trophe of 1931. The next test of the adequacy of Tory ideas 
will probably come in a matter not of years but of months. 
If that test reveals mental bankruptcy, there may be only 
too much time later—in a still more comfortlesss wilder- 
ness—for the uncongenial process of re-education that 1s s 
required -before the Conservative party becomes a genuine 
party of progress for modern times. 


* * * 


America Signs up with Japan : 
The American-Japanese defence pact, which noe 
for the stationing of American troops in Japan after the ot 
of the occupation, was signed at San Francisco as oF 
the Peace Treaty itself had received the signatures of ut 
nations at the conference except the states of the Soviet Dl 


* “Employment” By John B. Wood. “Conservative Political 
Centre. 36 pp. 6d. 
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These troops are to be available not only for the defence 
of Japan against external aggression, but also, on the request 
of the Japanese Government, for the suppression of internal 
disturbances due to the “instigation or intervention of a 
" power ”—a~provision which is meant to cover the 
‘bility of such a situation as that which formerly existed 
‘n Greece. The American troops will co-operate for these 
es with a Japanese army which, according to official 
forecasts in Tokyo, will consist of eight divisions of 16,000 


h 
! 


THI 


The smooth working of this arrangement will require tact 
and adaptability on both sides. It is not easy for a military 
force which has been occupying an ex-enemy country for 
six vears, with virtually unlimited administrative powers and 
sreat social privileges, to reduce itself suddenly to the role 
of a cuest on a footing of equality. Yet the Japanese certainly 
01 ntend that the future sojourn of the Americans in 
Japan shall merely continue the occupation under another 
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name ; they are already demanding the return of the hotels, 
public buildings and private houses requisitioned by the 
occupation authorities. It is not yet clear in what places the 
American garrisons are to be stationed in future. But it 
would certainly be well for them to be kept outside the main 
centres of population—however unpleasant the jolt to some 
military personages who, in the words of a correspondent, 
“have never had it so good before.” 


The Russians gave 4 remarkably clear revelation of their 
own strategic ideas about Japan when Mr Gromyko demanded 
at San Francisco that the straits through the Japanese 
islands should be open to the warships only of the countries 
wit coasts on the Japan Sea, that is, the Soviet Union, Korea 
and Japan itself. This is the same formula as that which 
Russia formerly proposed for getting control of the Turkish 
Sjrats. Indeed, apart from the general purpose of preventing 
at any time a Soviet invasion of Japan—which could most 
cay be launched from Sakhalin against Hokkaido—the 
mo.’ important strategie function of an American force in 
Jap-n would be to bar egress from the Japan Sea through 
the Tsushima or Tsugaru Straits. For this, it seems that 
t ‘mer naval bases at Sasebo and Ominato must be 
rev'\ |. If Japan is to be defended at all, it should be done 

ely, so as to create what Mr Acheson calls “a situa- 
tion Ol strength,” not another Bataan 


617 
Mr Nehru and Japan 


Mr Nehru, who is Foreign Minister as well as Prime 
Minister of India, has done his country no good by refusing 
to go to San Francisco, and then offering the Japanese a 
Separate peace treaty on very similar lines to that which has 
just been signed by the forty-eight states. His performance 
looks to the outside world like a personal whim and it will 
certainly: prejudice his reputation as an Asian statesman. 
There has been some discussion, since the triumphant defeat 
of Mr Gromyko’s attempts to throw a Russian spanner into 
the Japanese peace treaty, whether the Americans could have 
got the Indians to the conference if they had handled Mr 
Nehru more tactfully. They need not worry. Everyone 
knows that many Asian leaders had many misgivings about 
the liberality of the Japanese treaty. But the Indonesians, 
Pakistanis and Filipinos all had the statesmanship to under- 


_ Stand that, their views having been taken as fully into account 


as possible in the negotiations which led up to the final draft 
of the treaty, a compromise was now essential. Mr Nehru 
did not, and by his attitude that everyone is out of step 
except himself he has forfeited much of his claim to lead 
Asian opinion. 

Inside India, however, Mr Nehru’s position is probably as 
strong as it has ever been. Although his tactics have naturally 
provoked strong criticism, he has scored a resounding per- 
sonal success in securing his own election to the presidency 
of the Indian Congress Party in the place of Mr Tandon, 
who was supported by the Hindu die-hards. Able to 
choose his own working committee, Mr Nehru is now in 
executive control of the Congress Party as well as the gov- 
ernment. After resigning as a result of Mr Nehru’s with- 
drawal of support, Mr Tandon said of him: “Mr Nehru is 
not an ordinary member of the working committee ; he repre- 
sents the nation today more than any other individual.” 

The motives which led the Indian Prime Minister to reject 
the invitation to San Francisco are discussed on page 633. 
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What Indians must now ask themselves is how far they can 
afford to continue to leave foreign affairs so exclusively in 
Mr Nehru’s hands. During the struggle for power before 
the British left India, he established an intellectual supremacy 
in this field. Other Congress leaders were willing to accept 
it since their own attentions were fully engaged on domestic 
issues, Now India has stepped forth into the footlights of 
the world stage. If it is to play the prominent role in free 
Asia to which its population, resources and civilisation entitle 
it, there is a strong case for putting a more realistic and more 
consistent hand at the helm of the ministry of foreign affairs 
in Delhi. 


Changes in Prague 


The exact significance of last week’s changes in Prague 
is, of course, shrouded in mystery. What seems fairly certain 
is, first, that the changes in the organisation of both the 
Communist party and the government are fundamentally 
designed to overcome Czechoslovakia’s increasing economic 
difficulties ; and, secondly, that there is no convincing 
evidence that they are the result of a growing Titoist move- 
ment. It is true that Rudolf Slansky, who has been displaced 
from his immensely important post of sécretary-general of 
the party by a three-man committee headed by President 
Gottwald, has always been a loyal follower of Moscow. But 
Gottwald’s fidelity to Stalin is also in no doubt; and by 
uniting supreme power in one person—himself—he is, like 
President Bierut of Poland in 1948, only following in. the 
master’s footsteps. It was on the eve of the German attack 
on Russia in 1941 that Stalin, until then officially only 


secretary-general of the party, assumed the post of President 
of the Council. 


Although the Russians probably approved the new dis- 
pensation in Prague, it does not seem an ideal arrangement 
from their point of view. They will have less room for 
manceuvre in their dealings with the Czechs. Hitherto 
they could pass on their orders through party or government 
channels ; now they will find the same faces wherever they 
turn. Moreover, they would probably have preferred to 
entrust supreme power to Slansky if only he had been 
efficient. In spite of his loyalty, Gottwald has never been 
an ideal Communist in Russian eyes ; he is too easy-going 
and too anxious to keep up some appearance of respectable 
independence. But Slansky has—temporarily at any rate— 
blotted his copybook, in particular by his failure to take 
effective action against the Sling-Svermova deviationists. 
There is, however, no reason why Slansky’s new post of 
vice-premier, although comparatively unimportant at present, 
should not become a stepping-stone to better things. 


The administrative measures taken to deal with Czecho- 
slovakia’s economic crisis also show no sign of a désire to 
shake free from Russian influence. There is not the faintest 
suggestion that the system of planning itself might be to 
blame. The multiplication of economic ministries and the 
imposition of more controls are remedies copied straight from 
the Russian bock. And Mr Bacilek, who has been put in 
virtual control of Czechoslovakia’s economic life as head of 


the new Ministry of State Control, can be relied upon to 
carry out orders. 


Farmworkers or Machines ? 


The Anglo-American Council on Productivity has been 
turning its attention from industry to the land. The farming 
team, whose report is now published, was not primarily 
concerned with the productivity of the land, which is as high 
in Britain as almost anywhere in the world; they were 
studying output per man and the fullest possible use of 
machines, The report contains interesting descriptions of 
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American machinery and methods, some of which a 
employed here. But its recommendations are ae” 
able generalisations, of less specific and practical mY 
than is usual in the reports of the productivity teams Ulness 
main reason for this is, no doubt, that in farming joy . 
ditions vary more widely than in most industries: jt jg Le 
to generalise without becoming indefinite. But jt doe 
seem that questions of productivity have as yer bsthre alg 
attention in farming than has lately been given to ey. 
most industries. in 


American farms of the kind visited by the team are 
mixed than British, with the result that 
machinery needed is less. The report urges British farmers 
to plan their farms to give the greatest possible SCODE tp 
machinery, and especially to large machinery. They shouij 
develop greater co-operation in the ownership and us of 
machines, and more farms should be electrified. Ther 
should be continuous collaboratior, between the makers ani 
the users of agricultural machinery ; and agricultural edycg. 
tion should lay more emphasis on management and on such 
techniques as “job analysis” and “ work simplification,” } 
is interesting that the report goes out of its way to emphasig 
that the object of mechanisation is not only to get mor 
output with a given number of workers but to save map. 
power. The present shortage of agricultural workers js 
acute enough for the workers’ representatives to accept that 
prospect cheerfully. On the employers’ side, the increag 
in the farmworkers’ minimum wage, which was recommended 
by the Central Agricultural Wages Board this week, wil 
certainly stimulate the wish to replace men by machines, 
The increase of 8s., to 108s. a week, will add some {16} 
million a year to the agricultural wage bill. 
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The Sleep of Civilisation 


The truth is, it is a dangerous thing for a nation to 
achieve civilisation and commercial prosperity before their 
civil and religious rights are completely and securely won, 
Since the Reformation, and especially since the war of 
independence, wealth and comfort, and the pacific and 
self-indulgent habits Which these bring with them, have 
penetrated deeply among the German people ; the stern 
virtues and the spirit of self-sacrifice, needed for fighting 
the battle of freedom, have been much. impaired... 
When the English won their civil liberties and made good 
their spirtual emancipation, the genius of commerce, 
literature, and refinement had not yet pervaded the 
nation, and men held ease and riches cheap in comparison 
with the right to govern themselves and to worship God; 
—and now that these inestimable blessings are consoli- 
dated and secure, the heroic virtues which originally won 
them are no longer needed, . . . But the Prussians, 
though they fought nobly and successfully for their 
religious freedom in more stirring and self-denying and 
uncompromising times, yet unhappily stopped short and 
sank into the sleep of civilisation, before they had obtained 
that civil liberty which alone can make that sleep safe 
or that religious freedom secure and unassailable. They 
won their treasure, but they omitted to build the fortress 
which should guard it. . The German pcople—with 
all their patient industry, with all their noble |iterature, 
with all their cultivated taste—have yet to learn that the 
arts which adorn life, the luxuries which sweeten 1% the 
amenities which embellish it, the philosophy which 
ennobles it—can safely engross the attention of those 
nations only which have first secured, by ‘n¢ needed 
effort and the needed sacrifice, the weightier mati € 
mental emancipation, civil rights, and consututen 
legality. 
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When you walk into a shop... 


THE WHOLESALE TEXTILE ASSOCIATION, 75 CANNON STREBT, 





c 
DISTRIBUTION 


ooeee you have variety, 
style and a choice of textile goods— 
thanks to Wholesale Textile Distribu- 
tion which gives the retailer the products 
of many factories, and the range to 


meet your needs. 





is carried out by the members of 
The Wholesale Textile Association 


LONDON, E.C.4 


FOR THE NATION 
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Announcement by 


Anglo-Iranian Oil 
Company, Limited 


It has been brought to the Company’s notice 
that the Government of Iran in disregard of its 
solemn obligations to the Company, of the recent 
Order of the International Court of Justice, and 
of its international obligations, attempts to sell crude 
oil and oil products derived from the area covered 
by the Convention of 29th April, 1933. 

The Company is confident that no oil company 
of repute or any tanker owners or any brokers of 
standing will countenance any direct or indirect 
participation in the unlawful actions of the [ranian 
Government. Should, however, any concerns or 
individuals enter into transactions with the Iranian 
Government in regard to the oil products concerned, 
they are warned that this Company will take all 
such action as may be necessary to protect its rights 
in any country. . 


ANGLO-IRANIAN OIL COMPANY, LTD. 


Britannic House, Finsbury Circus, London, E.C.2. 
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| Most of the 
ELECTRICAL EQUIPMENT 
in the giant new 


ESSO OIL REFINERY 
has been supplied by 





iy) METROVICK 















Motors and control gear, 
switchgear, transformers 
and lighting—amounting 
to seventy per cent. of 
all the electrical equip- 
ment used to drive and to 
light the great new re- 
finery at Fawley—were 
supplied by Metropolitan 
Vickers. 

In this, as in every other 
sphere of electrical en- 
gineering, Metrovick are 
making an essential con- 
tribution to the National 
economy. 
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| METROPOLITAN-VICKERS ELECTRICAL COMPANY LTD., 
| ‘TrarForD Park, MANCHESTER, 17, Member of the A.E.I. group of companies 
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Out of This World 


A new concept of inter-planetary travel was made public 
t the International Congress on Astronautics held in 
-ondon last week. An eminent designer of rockets described 
in some detail a'return expedition to Mars, making the 
journey in three hops and taking three years. The stopping 
points would be man-made planets launched into space, the 
first revolving eternally in an orbit round the earth, the 
second round Mars. On these satellites components of 
rockets for the next stage of the journey would be assembled 
and launched. 

The calibre of the men who pledged their scientific reputa- 
tions to the practicability of inter-planetary travel has raised 
the notion to a new and more dignified status. There are now 
enough theoretical data to make the project possible. It 
by-passes most of the complications involved in launching a 
manned rocket direct from the earth to a planet and, indeed, 
the building of at least one man-made planet revolving round 
the earth is already a serious military possibility. But the 
key lies in a phrase used by one of the British speakers, who 
said that “ moderate advances in technique” were needed 
before such planets could be built. In those “ moderate 
advances ” lies the dividing-line between fantasy and fact. 
The difficulties are those of engineering rather than of 
design ; on a much smaller scale, the same problems face the 
same scientists in their work on guided missiles. In spite 
of the great advances in rocket engineering and electronics, 
the day of the rocket air force is some years off. For similar 
reasons, the first manned space ship may not be launched 
within the lifetime of most of the 5,000 people who have 
applied for seats on it. But launched it no doubt will be if 


sufficient reason is found for what will be a most costly 
journey. 
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Greek Electors Try Again 


Last Sunday the Greeks went to the polls in another 
attempt—the second in eighteen months—to secure for them- 
selves a stable representative government. At the time of 
writing the final distribution of neither the votes nor the 
seats is known. But it is already clear that the Greek political 
scene has suffered some striking changes. A complete new- 
comer, Marshal Papagos’s Greek Rally, has carried off the 
largest number of votes, and General Plastiras’s Progressive 
Union (EPEK) and Mr Venizelos’s Liberals are the only 
other parties to get more than a handful of seats; the 
left-wing EDA, with about 10 seats, is the fourth 

- largest. 

In spite of these changes, however, the prospects of a 
stable government for Greece do mot seem very much 
brighter ; it looks as if the politicians may be able to produce 
nothing better than the mixture as before. Marshal Papagos 
will certainly get considerably more seats than anyone else ; 
but he is not thought likely to secure an absolute majority 
over all other parties. The alternative would be a coalition 
between the Liberals and the EPEK, but they also are 
unlikely to secure an absolute majority between them. The 
obvious solution, of course, would be a coalition between 
Papagos and the Liberals. As far as their stated aims 
and policies are concerned, there is no real reason why 
they should not work together. But unfortunately the 
Marshal is adamantly opposed to co-operating with any 
of the old parties. Yet if he does not himself secure 
an absolute majority, he must clearly either overcome 
his allergy to all politicians who have not enlisted 
under his banner, or else incur the odium of obstruc- 
ting the formation of a strong and stable government 
in Greece. Similarly the poljticians will have to over- 
come their often vindictive dislike of the soldier who 
has undertaken to show them how they should do 
their job. . 
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A German Soldiers’ Trade Union 
The Western German political scene is dominated by 

the pressure groups which are now being formed by sections 
of the community. Spurred by the power which the T rade 
Union Federation has secured by direct dealing. with Dr 
Adenauer, the refugees and the ex-soldiers are also cop. 
solidating their forces. The League of German Soldier 
which was established last week-end by the head: of varioy: 
ex-service organisations is a merger formed in orc; to urge 
claims on the state, and lay down terms for co-operation 
in its defence. 

Some disquiet must be felt over the emergence of » military 
pressure group in the Federal Republic. Par !iamentary 
government and political semse are still weak in the new 
Germany, and there is clearly a danger that the military 
caste will try to re-establish the superior position i: so long 
held in the Reich. The ex-soldier has counted (or nothing 
in the postwar community, and has bitterly fe!: the joss 
of his prestige and illusions. General Friessner, the chairman 
of the new League, says in the Deutsche Soldate); Zeitung 

After the collapse we former soldiers were outlawed as the 


result of blind hate propaganda. Vae Victis! Nov that the 
waves of hate have gradually calmed down and events in 
the world have taken their own course, we are {x 


ng asked ‘ 
for. We shall formulate our reaction to this development. 
The sponsors of the new League affirm that it stands for 
“our democratic State” and rejects, however, extremes of 
right or left. So far, the organisation appears to be in the 


hands of moderates who, in north Germany if not in Bavaria, 
are mainly connected with the conservative, protestant, Free 
Democratic Party. General Friessner and Generals von 
Manteuffel and Krakau—two other leaders—have a large 
following. The notorious General Remer, an upsiart who 
cuts very little ice with other gerierals, has been kept out of 
the negotiations which led to the merger. On the other hand, 
the League is also backed by Generals Guderian and Ramcke, 
who were as good Nazis as Remer and show no signs of 
having become supporters of democracy. Major-General 
Gille of the SS “ Viking ” Division and SS Colone!-General 
Hauser, who was the original operational commander of the 
Waffen SS, have also takén part in the merger. and it 1s 
certain that the new League intends to demand the full 
rehabilitation of Himmler’s army. “The Norwegian, Flemish 
and other units in the “ Viking ” Division are now said to 
deserve special honour as forerunners of the European army. 


Since the Allies made no distinction between the Waffen SS 
on the one hand and the security forces and Gestapo on the 
other, but condemned the entire SS as a criminal organisa- 


tion, they will find it hard to meet this demand. 

The League’s first claims will probably be addressed to 
Dr Adenauer and his Minister of Finance. The W af/en SS, 
which is said to have numbered 1,000,000 by the end of 
the war, was omitted when Bonn restored pensions (0 te 
former members of the Wehrmacht last year. The | cague 
demands that this discrimination should be removed. :egard- 
less of the deficit in the Federal budget. Dr Adenaucr. who 
has been successful in securing the support of the travic union 
pressure group, will now have to cet. fresh politica! feats 
in order to prevent the generals from establishing 
opposition bloc. ' 


* * * 


Operation Bifstek 


The latest mancuvres of the French Prime Minstct, 
M. Pleven, serve as warnings of possible labour unrest > 
France. The fact is that the Fregch economy is on the 
brink of a very difficult period. It is true that '0¢ “ 
of living index, having risen by over 25 per cent since J 
last year, has been more or less stable since May. But if 
position is not to deteriorate, the government must DOW 
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adopt, and above all enforce, a policy which is bound to 
offend some sections of the community—a necessity which 
all the coalition governments of postwar France have so far 
been unable to face. Today the problem is as tough as ever, 
since the section of the community which it is now most 
necessary to Offend is the peasant farmer, whose slightest 
whim, for political and never for economic reasons, successive 
governments have heard and humoured. 


M. Pleven has started courageously. He has admittedly 
had to grant a substantial increase in the price of wheat ; 
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but he has now decreed that meat, the largest item in a 
Frenchman’s budget, shall in future cost 10 per cent less. 
He has reinforced this by tinkering with the protective 
trade barriers built up round the domestic producers, and 
by calling all prefects back from their holidays to see that 
the butchers put the right price-label on to the right pieces 
of beef. Following this attack on the cost of basic diet, 
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the government announced a 13 to 14 per cent increase in the 
minimum wage (from 17,400 to 20,000 francs a month) 
to compensate for the rise in the cost of living sincesMarch 
and for the new 20 per cent increase in the price of coal. 
Thereafter M. Pleven hopes to stabilise wages. 

His initial efforts have been met with a fierce blast 
of ill will from the trade unions, which took one look 
at the new minimum wage, called it a parody, and dismissed 
it out of hand. A severe trial has also been the motion 
put up by the Socialists for a sliding wage scale with its 
implicit threats both to hopes of stabilisation and to the 
government’s position in tue Assembly. Then there are 
further demands to be faced for increases in agricultural 
prices ; there are already new claims for milk. And by the 
end of the year consumers will be feeling the indirect effects 
of the rise of coal prices on steel, gas, and transport, and 
to a lesser extent throughout industry. Finally M. Pleven 
has still no assurance that his precarious budget can remain 
balanced, even on paper, if American aid fails to come up 
to expectations. 

Under these circumstances, the government’s only hope 
of retaining-stability is to go on resisting the farmers, which 
means. a competitive import policy, a firm hand with price 
demands and far more active enforcement measures than 
those M. Blum conceived in 1946. For agriculture is not 
only the one sector of the economy which it is really within 
the government’s power to restrain ; it is also the sector that 
can best afford sacrifices and the most important element 
in the cost of living. If M. Pleven can succeed here, he may 
sueceed in restoring some semblance of sanity to industrial 
relations and some restraint in the wage demands of the 
unions. Success would be the first real act of social justice 
to the credit of the Fourth Republic. 


Letters to 


Controls and Consumption 


Sir—In my letter published in your 
issue of August 25th, I did not, as you 
say, ignore what you call the “ primary ” 
effect that price control might increase 
consumption. My words were “I should 
be the last to dispute that universal price 
control—in so far as it reduces the share 
of profits and raises the share of wages 
in the national income—will to some 
extent increase the propensity to con- 
sume, and so raise effective demand.” If 
only some prices are controlled, while 
the rest are free to rise, the shift from 
profits to wages in the controlled sector 
will be matched by a corresponding shift 
the other way in the free sector, and the 
Propensity to consume will rise less, or 
not at all. Your own argument on this 
point, that “with the same monetary 
expenditure consumers will obtain more 
goods—if the price control is effective— 
than they would otherwise do,” contains, 
I am afraid, one of those elementary mis- 
takes in economic analysis we are all apt 
to make from time to time. If prices 
are reduced below what they would 
otherwise be, so also is someone’s money 
income—in the first instance, usually, 
Prolits, Shareholders are consumers as 
well as wage and salary earners, and 
unless they save less, or dissave, they 
Must spend less cn consumption. 

_ All this to the exclusion of the 
influence of price expectations on con- 
sumer expenditure. That these in- 
fluences can be very strong is remarkably 
illustrated for several countries in the 





ECE Bulletin for Europe in the first 
quarter of 1951 (table 2, page 2). Though 
much less marked in the United King- 
dom than elsewhere, I. think that the 
influence has been important, and could 
become dangerous if people become 
increasingly convinced that prices will 
go on rising. 


In my letter I was concerned only 
with the varied influences of price con- 
trol on consumer demand in the present 
circumstances. Even if the net effect of 
these influences were to raise demand 
(which I contested, and still contest) the 
amount of goods which consumers 
actually get will still depend on supply. 
I have always assumed that rearmament 
was to be taken seriously, and that if 
shortages of particular components or 
materials appeared, the Government 
would by persuasion or control ensure 
adequate supplies for the rearmament 
programme. It is most surprising to 
find you opposing such elementary 
prudence. 


If my question whether you wanted 
to abandon price control altogether was 
“ disingenuous ” your answer that if the 
Government refuses to disinflate (I pre- 
sume this means reduced expenditure on 
social services, or subsidies) it would be 
better not to have controls either, simply 


takes one’s breath away.—Yours 
faithfully, G. D. N. Worswick 
Magdalen College, 
Oxford 


{Mr Worswick’s “ present circumstances ” 
must be those of fairyland. If his analysis 


the Editor 


is supposed to apply to the real world, then 
the “elementary mistake” is his, not ours. 
Effective price control will not at present 
reduce any person’s money income ; in 99 
cases out of 100, the shareholder will get 
his controlled dividend just the same. The 
reduction will be in the undistributed profits 
of companies—that is, in savings ; consu- 
mers of all kinds will have the same incomes 
and by this fact alone (irrespective of any 
change in the propensity to consume out 
of personal incomes) will be able to buy 
more goods if prices are lower. 

No one disputes that consumption can 
be reduced by preventing the goods from 
being produced. But that has nothing to 
do with the effects of price control. 
Perhaps the real difference between us is 
that Mr Worswick seems positively to like 
rationing, allocation, etc., whereas such 
measures seem to us entirely inappropriate 
to the conditions of one-quarter war.— 
Eprror.] 


The Free Trade Unions 


Sir,—The note in your issue of July 
21st, dealing with the second congress 
of the International Confederation of 


. Free Trade Unions, held at Milan on 


July 4th-12th, was below your usual 
standard. You said :— 

The American Federation of Labor, 
which has its own regional offices in Asia 
and Europe, has so far not agreed to 
contribute to the fund. . . . There is some 
resentment in Asia against the separate 
offices of the AFL there, and a general 
suspicion of these “ lone wolf ” tactics. 
This is not so. The only regional 

free trade union committee of the AFL, 
regional bureau established last May at 
Karachi by the ICFTU with AFL 
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assistance. The representatives of the 
free trade union committee of the AFL, 
studying the problems and working with 
Asian free trade unions upon their 
request, are no more an AFL regional 
office in Asia than are the- trade 
unionists from Europe and Asia work- 
ing together in the United States with 
eur labor unions, or German or 
Japanese trade union regional offices in 
America, Nor does the AFL have a 
Regional Bureau in Europe. 


You also criticised the AFL on the 
ground that it has refused to contribute 
to the fund set up by the ICFTU for 
regional organisation. The fact of the 
matter is that we contributed heavily to 
the setting up of the ICFTU regional 
organisation in Latin America. 


The AFL has also made generous 
contributions directly to the ICFTU, 
and to some of its affiliates, upon their 
request. These funds come from the 
treasuries of our unions, which have to 
vote upon their appropriation and allo- 
cation. Thus, the AFL executive 
Council has voted to recommend 
favourable action by the forthcoming 
convention on the matter of our con- 


Books and Publications 


tributing to the ICFTU fund for 
regional activities. ; 

You said that “The divergence 
between the Americans and the rest is 
that the former see the work of the 
ICFTU too exclusively in terms of the 
fight against Communism.” This con- 
jured-up “divergence” does not exist. 
In the declaration on the role of the free 
trade unions in the struggle against 
the totalitarian menace, presented to the 
Milan Congress on behalf of our 
Secretary-Treasurer, Mr George 
Meany, it is emphatically pointed out 
that: 


The struggle of the free trade unions 
against totalitarian dictatorship cannot be 
merely negative. Anti-totalitarianism— 
whether it be anti-Communism, anti- 
Nazism or anti-Fascism—alone is not 
enough. .. . The free trade unions must 
provide the dynamic initiative, leagership, 
and effective programme for eliminating 
the social and economic conditions in 
which the germs of totalitarianism breed. 


You further state that “The under- 
current of friction revealed itself in an 
impassioned debate about a resolution 
on totalitarianism devised by an Ameri- 
can group of delegates.” But the fact is 


Fissures in the Monolith 


Soviet Staff Officer. van Krylov. 

Is there no real life going on under 
the monotonous surface of Soviet 
politics? Has Stalin succeeded in 
moulding revolutionary Russia into an 
amorphous mass of uncritical and un- 
thinking citizens dominated by a mono- 
lithic Politburo? Both apologists and 
detractors have tended to stress Russia’s 
uniformity. This vivid account of Soviet 
Russia during the last war now 
reinforces the opposing theory that the 
apparent lifelessness of the Soviet 
political stage is deceptive. 

Mr Krylov’s book is far from being 
a@ panegyric on the Soviet regime. Yet 
it is not an indictment according to the 
wsual pattern of Russian refugee litera- 
ture. Mr Krylov depicts the events and 
succeeds in recreating the atmosphere of 


The Falcon Press. 


298 pages. 138. 6d, 

wartime Russia. He was, it seems, in 
a good position to find out what was 
going on in Soviet ruling circles between 
1940 and 1945. As a captain of the 
General Staff and an intelligence officer 
at the Ministry of War he had interest- 
ing dealings both with foreign diplomats 
and high Soviet officials. He also fought 
in the front line. 


The book starts on the eve of the 
German attack 
Politburo had to choose between two 
conflicting policies. 
Marshal Shaposhnikov, a_ professional 
soldier imbued with the Tsarist tradi- 
tion of a French alliance, advocated an 
attack on Germany. Marshal Voroshilov, 
a soldier politician, thought that every 
move should be made to conciliate 
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that in every essence the , 


pro age . PeNCY towards 
“totalitarianism,” outlined ards 


lution of Mr George Mean, 
unanimously adopted by the ‘Mile, 

S. For example, the “ARL 
declaration stressed that “ Th. Russian 


brand of dictatorship—tota)itirian Com 
munism—has become the most virulem 
and dangerous expression 0! despotism 
and the most pernicious 1! orld 


peace.” The Milan Congre. Riek rng 
emphasised that “The well-sprino 
this menace is the Soviet Union, which 
in its thirty-four years of dictamen 
has become a society where the eS 
is oppressed in the name o dom _ 


where peace means war, 
means tyranny.” 
This identity of view) 


ING Gemocracy 


det ween 
the AFL and the ICFTU futes your 
conclusion that “there obviously 
some distance to travel before American 


workers are likely to see eve to eve with 
their fellow trade unionists in Europe 
and Asia.”—Yours faithfully, 
Mattruew Wot 
Chairman, International Labor 
Relations Committee. American 
Federation of Labor. 
New York 


Germany. The Politburo seems to have 
contained all shades of opinion between 
these two extremes. On the whole 
Voroshilov’s view prevailed up to the 
outbreak of the war, although the Polit- 
buro often wavered. During this time 
Stalin’s voice was certainly decisive, but 
he often preferred to spread 
bility. He emerges as a sh if un- 
scrupulous, statesman. The comment he 
is reported to have made when at last he 
had time to think of other pe: 
German seems typical: 


Till take the title of M 


recnontt. 
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) > because the main danger for | moment 
on France when te is Bonapartism. But if to-morrow the 
. : < main danger came from the Church then 
The Chief of Staff, I would not hesitate for one moment to 
accept an invitation of Congress to Ie 
myself be elected Patriarch of All the 
Russias—and I'd say Mass in the cathe- 

dral of the Kremlin. 
Voroshilov is Mr Krylov: villain. 
Shaposhnikov is naturally his hero, 0& 
cuss 








if desired. 
with the relation 


deals, in its 
sovereignty, and he 
concerned 
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cause he belonged to the latter’s inner 
circle. Shaposhnikov's divergence of 
views was not limited to the German 
problem This former Tsarist officer, 
though he had joined the Communist 
Party, was determined to carry out his 
“Russian” policy even against the Polit- 
buro. Hence, he surrounded himself 
with officers entirely devoted to him. His 
circle had secret meetings, special sources 
of information and members in many 
key posts, but its aspirations were never 
very clear. Towards the end of the war, 
after Shaposhnikov’s death, the circle, in- 
roxicated =with Russia’s new power, 
agreed to work hand in hand with the 
regime. By then Stalin was already 

f its existence and a member of 
he Politburo, General (now Marshal) 
Bulganin seemed to be at its head. But 
by this time Krylov was dissatisfied with 
its new ideology and had left the group. 


He joined another secret group—the 
Mayak (Beacon) consisting of young 
officers. Here meetings were mainly 
taken up with discussions on such sub- 
jects as the merits of the various 19th 
cent liberal constitutions, What is 
striking about both these groups is the 


awal< 


lack iny concrete aims. The Mayak 
was more kiberal and more in keeping 
with the prevailing mood. The thirst 
for greater freedom, for a “ democratic 
Soviet regime ” was apparently so strong 


that the NKVD felt it necessary to 
spread the news that after the war real 


elections and a second party—the 
Peasant Party—would be allowed. An- 
other striking feature is the relative ease 
with which these secret societies sprang 
up and could be entered. There must 


have been many other similar groups 
and from conversations described one 
gets the impression that criticism of the 
Stalinist regime was more outspoken 
than is generally thought. Controls have 
probably now been tightened again, and 
Russia is certainly not a volcano on the 
eve ot eruption. On the other hand, 
Mr Krylov’s fascinating book confirms 
the view that there are fissures in the 
apparently monolithic structure. 


History of Life Insurance 


Pioncers of British Life Assurance. By 


Hartley Withers. Staples Press, 112 
6s. 


In 1940 the United Kingdom Provi- 
dent Institution decided to mark its 
centenary by commissioning the author 
(0 write a brief history of life assurance 
» country. Under the pressure of 
(he manuscript was pigeon-holed 
inc ‘oe text had not been revised when 
Mi ¥ ithers died in 1948. References to 
mMocern insurance problems in the part 
of the manuseript dealing with more 
recent years are now out of date and 
the present book, therefore, comprises 
_ the i chapters and in these 
me oft 3 
= os ¢ author’s passages have been 
This litte book was the last of the 
many written by Hartley Withers over 
more than thirty years and in it his gift 
‘or imparting his wide knowledge of 
scohomic subjects to the ordinary man 
‘0 2 manner which is both interesting 
Win nt” Aine advance 
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years. He has not sought originality and 
quotes freely from works on the history 
of insurance ; the interest of the book 
lies in the manner in which the develop- 
ment of life assurance has been traced 
against the social and economic back- 
ground of the eighteenth and the first 
half of the nineteenth centuries. Nowa- 
days, when it is taken for granted that 
the financial strength of the life offices 
is virtually impregnable, it is not always 
remembered that in the pioneering days 
of the business failures and frauds on 
the public were quite common, In a 
delightful chapter on “Frauds and 
Failures,” Mr Withers entertains his 
readers with the story of two rogues— 
one a shoemaker and the other a tallow 
chandler—who launched the “Inde- 
pendent and West Middlesex Fire and 
Life Insurance Company” in 1836. 
Apparently this grandiloquently named 
body succeeded in defrauding the public 
of some £250,000 over three years and 
“the money rolled in and was hand- 
somely spent by the organisers of this 
monstrous swindle, who kept carriage- 
horses and saddle-horses and servants in 
gorgeous liveries and entertained on a 
sumptuous scale.” The author hastens 
to point to other striking weaknesses of 
the country’s economic organisation be- 
tween 1815 and 1840, lest his readers 
should receive the impression that only 
insurance has some blots on its 
escutcheon. 


The last chapter deals with the strong 
prejudice against total abstinence which 
was shared by most doctors a hundred 
years ago. ‘Total abstainers were con- 
sidered to have impaired constitutions 
and a shortened expectation of life and 
were able to obtain life assurance only 
upon payment of an extra premium. It 
is hardly surprising that in 1840 one 
Robert Warner with other abstainers 
founded the “ Association for mutual 
assurance for persons wholly abstaining 
from alcoholic beverages,” which flour- 
ishes today as the United Kingdom 
Temperance and General Provident In- 
stitution. Although its temperance 
section is now a minority, distinctly 
better terms are offered to total abstainers 
than those extended to the other policy- 
holders. 


The book is eminently feadable and 
should have an appeal well beyond 
insurance circles. It is worth while to 
dwell for a time on the early struggles 
of an industry which now administers 
assets exceeding £3,000 million—and 
interesting, as the Festival of Britain 
draws to a close, to be reminded that in 
1851 the “attention of all classes was 
unusually diverted from the ordinary 
course of business by the Great Exhibi- 
tion.” 


Cuba 


Monetary Problems of an Export 
Economy. By Henry C. Wallich., 
Harvard University Press. (London : Geoffrey 

’ Cumberlege.) 357 pages. 328. 6d 
Cuba suffers from the same economic 

malady as many other Latin American. 

countries and many British colonies. It 
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few staple crops, Whetf the "prices of 
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these crops are high, Cuba has a large 
export surplus and roaring internal 
inflation ; when they are low,.Cuba has 
a foreign exchange crisis and, in the 
absence of effective Government action, 
its currency depreciates. Dr Wallich 
is one of a very able band of American 
economists who believe that the best 
way to overcome these unhappy cycles 
is to reason with governments at boom 
times when they are full of good inten- 
tions, and to persuade them to create a 
new central bank (if possible under 
expert and politically neutral American 
management), and to oblige that central 
bank to take certain specific disinfla- 
tionary or reflationary steps wheneves 
economic indices flash a red warning. 
Dr Wallich and the group with which 
he is associated have been remarkably 
successful in setting up central banks 
of this sort in Latin America since the 
war; a similar constitution has been 
drawn up for the new central bank in 
Ceylon (described on page 1240 of The 
Economist of June 3, 1950). There is 
no doubt that these institutions have 
much greater potential value for under- 
developed economies than the more 


_ orthodox type of central bank which, 


in Latin American conditions, could 
put up precious little defence against 
becoming the milch cow of improvident 
governments. Whether they will suc- 
ceed in keeping local governments to 
the path of financial wisdom if depres- 
sions return is another matter. Mean- 
while, however, all who have to do with 
the financial management of under- 
developed economies will profit from 
reading Dr Wallich’s Cuban case study. 
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AMERICAN SURVEY 





America and Europe 


Washington, D.C. 


HE view that Western Europe can only increase its 
T security and raise its standard of living by a merger 
of economic and political sovereignties has been held by 
most leaders of American opinion since the end of the war, 
but the intensity with which it has been put forward has 
varied. In 1949, when Mr Paul Hoffman, then the Economic 
Co-operation Administrator, was barnstorming the capitals 
of Europe with the demand for a speedy integration of 
European economies, it looked as if the European govern- 
ments might be forced to take a radical step towards unity. 
But with the emergence of the Schuman Plan and the creation 
of Shape under General Eisenhower, American enthusiasm 
seemed to be diverted into other channels. Those Europeans 
who believe that the American desire for an integrated 
Europe is based on a superficial deduction from the success 
of their own federal system breathed more easily. However, 
it is clear that the pressure is again rising. 

European union of integration has always been a 
“popular” policy in the sense that it has been advocated 
in Congress, in the press and by private groups rather than 
by the President or the State Department. Undoubtedly 
the most spectacular convert to this view has been General 
Eisenhower, who made his views known in his speech in 
London on July 3rd. But General Eisenhower’s conversion 
was not the sole cause of a revived demand for the creation 
of a larger and stronger political unit in Europe and the 
abolition of trade barriers. There is a growing irritation 
with the low productivity of European industry. At the 
same time there has been a growing doubt as to whether 
the North Atlantic Treaty Organisation is capable of per- 
torming the task of political unification, one of the aspects 
of its work which made it attractive to the American public 
when it was first discussed. 


The first of these two developments found expression in 
an amendment to the Mutual Security Act sponsored by 
Senator William Benton of Connecticut and passed by 61 
votes to 4. It-requires that the assistance provided shall 
be disbursed in such a way as to discourage cartels and 
monopolies on the ome hand and encourage the non- 
Communist labour unions on the other. Although couched 
in this form, the amendment was not really intended to 
tie the hands of ECA in the administration of economic 
aid ; it was a solemn expression of the profound and bitter 
disillusion of the ECA officials in France and Italy, including 
Mr Joyce, the recently appointed expert on productivity, 
with the restrictive practices and conservatism of European 
businessmen. In addition, a number of American trade 
unton leaders who have recently been in Europe have returned 
with tales of horror at the extent to which management in 
Europe is prepared, for the sake of a quiet life, to do business 
with the Communist unions. There is a general feeling 


that, while the Marshall Plan may have succeeded in its 
ject of averting economic collapse and raising 
- standard of living in Europe, it has failed in its secondary 
Objects of Promoting economic integration, raising the 
‘tandard of industrial efficiency, and liberalising the 
“conomies of Europe. And it has failed to achieye these—_ 


Primary ob 
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so the argument runs—because ECA has not been tough 
enough with European governments and businessmen. The 
Benton amendment represents, not the view of the reaction- 
aries that Europe must be brought to heel (Senator Taft, 
indeed, opposed the amendment as “a most outrageous 
interference with the internal affairs of other nations ”), but 
the impatience of liberally minded Americans with the lack 
of economic radicalism in, Europe. 


* 


Concern over the future of Nato seems at first sight to 
be an entirely different question, but the complaint is really 
the same, namely that Nato, like OEEC, is losing sight 
of one of its main objectives—political unification—and 
addressing itself solely to the task of military unification. 
Moreover, the cumbrousness of the Nato machinery is 
directly attributable, in the eyes of many Americans, to 
the fact that it is composed of twelve nations of unequal 
size and importance. A North Atlantic Organisation which 
is merely a welter of committees, in which the majority 
rule does not apply and in which the United States has to 
deal separately with each European country, makes Kittle 
appeal to the American sense of political symmetry. If its 
military function were ever to decline in importance this 
might lead to a swift drop in American enthusiasm for it. 
As it is, the North Atlantic Organisation probably has little 
or no meaning for the average American apart from its 
connection with General Eisenhower. 


This view is argued with considerable skill and cogency in 
a pamphlet issued recently by the National Planning Asso- 
ciation (roughly the Washington equivalent of PEP), called 
“ Making Europe Defensible” and written by two young 
ex-officials of ECA. This specifically exempts Britain from 
the general problem of European unification, and argues that, 
while continental Europe continues to be governed by a 
number of weak sovereign states, there is neither sufficient 
confidence in the state to raise the will to resist the Russians, 
nor sufficiently strong government to impose the rigorous 
economic policies which hold out the only chance of increas- 
ing wealth and productivity. What it proposes is an Atlantic 
Organisation composed of the units which accord with the 
reality of power, the United States, the British Common- 
wealth, and Western Europe. This would be largely con- 
sultative, but more effective than Nato, since it would be 
smaller and policy would be laid down by a council of the 
heads of states. Continental Union would be achieved by 
handing more and more fields of activity over to authorities 
of the Schuman Plan type while keeping sovereign parlia- 
ments undisturbed. The central political institution would 
grow naturally out of the creation of more and more central 
administrative agencies. 





**AMERICAN SURVEY ”’ is prepared partly in the 
United States, partly in London. Those items which 
are written in the United States carry an indication 
to that effect; all others are the work of the editorial 
staff in London. 











626 


There are also many advocates of Atlantic Union, which 
is a more orthodox proposal to create a federal system 
embracing all the countries which signed the Atlantic Pact 
(end presumably Ireland). A resolution asking the President 
of the United States to call a federal convention from all 
these countries has been before both houses of Congress 
since January, and has the support of 28 Senators and 110 
Congressmen. It seems doubtful whether there will be 
much further action along that line for the time being. 
There is also a good prospect that a joint meeting between 
a delegation from Congress and one from the Council of 
Europe will be organised either in Strasbourg or in Wash- 
ington within the next few months to consider how Europe 
and the United States can be brought more closely together. 
It will undoubtedly do a great deal of good to confront 
parliamentarians, who too rarely meet each other, with their 
opposite numbers, but it is only the convinced inter- 
nationalists in Congress who have shown any marked 
enthusiasm for the project. 

It is easy to overestimate the strength of American feeling 
on the question of European or Atlantic union. It is 
unlikely to become a political issue except in so far as it 
involves expenditure and taxation. Nor is it very easy to 
believe that such enthusiasm as there is for Atlantic Union 

ill ever stand the test of a concrete proposal to abrogate 
a large degree of American sovereignty. But a great deal 
of the idealism that went into the construction of the United 
Nations is now transferred to the concept of a reformed 
Auiantic organisation, and more particularly of a prosperous 
United Europe in which men and goods may travel 
unhampered from Calais to Cadiz, whose government 
succeeds in collecting its taxes and whose business and trade 
union leaders behave in the enlightened fashion of American 
labour and management. But almost simultaneously with 
this recurring fervour for a social, economic and political 
revolution in Europe, the means of executing it have been 
very much reduced. -When-the House and the Senate 
between them virtually halved the amount of economic 
assistance which will be devoted to Western Europe during 
the coming year, they removed the main lever by which 
to promote social and economic change. 


Saving Graces 


[FROM A CORRESPONDENT IN NEW YORK] 
Tue scars left by the tremendous crash of 1929 and the 
leng disappointing years that followed. probably explain 
the strange fears that prevail today among both economists 
and business men. They are afraid that the defence pro- 
gramme will not provide a market for all the production that 
will roll out of factories, mines, and fields. They gloomily 
predict that it was not just a temporary lag in defence spend- 
ing which caused inventories to accumulate, which bred price 
wars, and drove prices im the futures markets below spot 
prices. To them America’s productive machine is like the 
sorcerer’s apprentice and will turn out more guns and more 
butter than can be sold. Indeed, the return of the stock 
market averages to something approaching the levels of 1929 
seems to have stimulated not so much joy as dread of a 
recurrence of the mineteen-thirties. There are repeated 
reassurances that this time things are different, as is proved 
by even a glance at dividend yields or price-earnings ratios, 


and in the next breath warnings that not even the recent - 


relaxations of restrictions on instalment and mortgage credit 
will make it possible to sell more television sets, automobiles 
or houses. 
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These instinctive twinges whenever the . 


touched by a slackening in consumer spend: . ae ‘ 
time when disposable personal income and em>ioyment aye 
both at record peaks, and when neither show any sion os 
ceasing to climb. But that, groan the pe: i 
way things looked in 1929, too. It is true that the Feder 
Reserve Board’s index of industrial production | sharply 
in July, but that was mainly because the index does a 
give enough “ weight” to the now widespread practice of 
closing down plants completely for vacations. some things 
are clear. The country’s money supply (bank deposits ang 


money in circulation) rose to a mew peak a: the end of 


July and it is certain that the total climbed higher in Augus, 
Bank loans have begun their seasonal increase. 


trend that 
should continue for the rest of the year. The large craps 
that are’ in prospect, particularly cotton, and the sil] 
developing programme of capital expansion promise sub- 
stantial additions to the volume of borrowings, already a 


the highest levels in history. 


The capital markets have now recovered their equilibrium, 
following the withdrawal of central bank support fo: «Tr reasury 
securities in March, so that mew issues are eagerly bid for 
by investment bankers and placed with buye: 
much difficulty. 


without too 
Open market purchases of Treasury 
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securities by the Federal Reserve Board have been conspicu- 


ously lacking. Since the beginning of April it has barely 
done more-than buy or sell a few short-term Treasury bills, 
a complete change from the early months of this year. This 
change also means, of course, that the central bunk 1s not 


adding to bank reserves at all, probably greatly ‘0 1's ow 
relief. For in the spring some of the reserve-creating results 
of buying several hundred million dollars’ wort) 0! bonds 
a month, to support the prices of government sccuritic’ 
were offset by an outflow of gold and by the Treasury's 2 
operating surplus. Now, however, the gold ha: begun 1 
move back to the United States and the Treasury 's running 
a considerable deficit (of $3.6 billion in July and August) 
The Treasury has filled its early requirements fee funds 
by selling about $1.5 billion in additional 90-day bills * 
the weekly. auction ; most of these have been taken by ag 
banking corporations, so that the central banks bosy w 
inflation by way of bank financing of the deficit hes no! yet 
begun to walk. 


Even so, under the prevailing conditions, there is al 
fear, especially as Congress continues to reduce pe 


yields from the pending Tax Bill. There is n° doubt aps 
in this monetary realm at least, the saving grace ‘hus na 
“has been the recent successful co-operation beice 
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Treasury and the Federal Reserve Board. Since March the 
Treasury has handled several refunding operations with 
virtually no market supporting purchases being required of 
the central bank, The bank, in turn, has not been hampered 
in carrying out its restrictive—or better, restraining—policy. 
All the dire warnings of what catastrophes might occur if 
Treasury bonds were unpegged have been proved false ; 
instead the unpegging and the subsequent price declines 
have given powerful support to efforts to check expansion 
in real estate credit and to the voluntary credit restraint 
programme. Finally, the large insurafce companies and 
savings banks, who were allegedly unable to lend because 
they were “frozen” into their investments by paper losses, 
have found themselves in the happy position of accepting 
new premiums and deposits sufficient not only'to meet their 
outstanding commitments for credits, but also to enable them 
to go shopping for some of the attractive yields placed on 
new high-grade corporate bonds. 


— 


And this latter development is one of the results of the 
other, and greater, saving grace. People are saving more 
of their incomes than at any time since the war. The change 
from the first quarter to the second was astonishing and 
puzzling to most economists ; the Department of Commerce 
estimates—the figures are subject to later revision—that 
consumers saved 2 per cent of their income during the first 
three months of the year and 9 per cent during the second. 
The latter rate works out at the annual equivalent of more 
than $20 billion, and the evidence suggests that savings are 
still growing. Some of the spurt in savings undoubtedly 
reflects the conviction that talk of shortages was overdone, 
and that controls will keep price rises in check in spite of 
Congress's emasculation of the legislation authorising these 
controls. Nor is it surprising that consumers have slaked 
their thirst for refrigerators, carpets and television sets— 
for a time at least—after their buying sprees of last summer 
and this January. For many of them, certainly, the present 
is a period of restoring depleted savings accounts or 
repaying instalment credit. 


* 


There can be little doubt, too, that the sharp drop in 
residential building is playing a big part in reducing demand 
for consumers’ durable goods, since so many of the articles 
in this field are those household appliances that tend to be 
bought for a new home, This decline in housing construc- 
tion has been widely attributed to the restrictions imposed on 
teal estate credit terms last autumn ; like the criticism made 
against the controls on consumer credit (that they brought 
on the “depression” in consumers’ durable goods), this 
reasoning seems more than a little weak. It is quite Clear 
(0 the lending institutions that their reluctance to give 
building credits this summer stemmed from the losses they 
would have had to take if they sold government securities 
in order to get the funds with which to make real estate loans. 


Meanwhile, under a confusing crossfire of warnings that 
further inflation threatens and that a major depression is 
right around the corner, the businessman seems to be 
Carrying on with business as close to usual as he can make it. 
He produces as much as his allocations of materials allow, 
he selly as much as he can with all the sales promotion 
devices he can recall from prewar days, and he watches the 
Unsold portion accumulate in inventory, hoping the further 
inflation school turns out to be right. He has now been 
told that his allocations for the fourth quarter will be less 
than he had been promised and that metal shortages will 
Persist through 19§3. The prospect that automobile output 
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will average only 60 per cent of 1950 production will pre- 
sumably make it easier to sell cars in spite of the price 
increase of about 5 per cent that has now been allowed. 


This price rise typifies the cost factors recently cited by 
the staff of the Congressional Joint Economic Committee, 
when it warned of further inflation to come. The staff also 
pointed to the increasingly widespread use of cost-of-living 
compensation in wage contracts and to farm price supports, 
in arguing that there are now causes of inflation more 
fundamental than last year’s wave of scare buying. Certainly 
the new price control law nullifies previous efforts to make 
producers absorb increases in costs, in part or in whole. 
The fear which disturbs the rest of some economists is that 
a few of these permitted price increases may shake the 
serene confidence of consumers and make them stampede into 
the shops again. They have certainly got the liquid assets 
to do that, as well as the money income, and if they did 
the saving grace would soon be dissipated. 


American Notes 


General Marshall’s Year 


General Marshall consented to come back to Washing- 
ton temporarily a year ago only because he realised that his 
prestige and experience were needed to give the rearmament 
programme a satisfactory start. When he returnd to the 
Pentagon, that programme was being pulled all ways at once 
by the dissensions arising out of Mr Louis Johnson’s tenure 
of office. When General Marshall left again last Wednesday, 
rearmament itself was driving straight for its goal of giving 
the United States and its allies a defensive strength that will 
make them impregnable. Controversies have been bigger and 
better than ever in Washington this year, but they have 








Charting a Course 
for British trade with the U.S. 


Trade problems involving shipment, exchange, credit, mac- 
keting and collection are greatly simplified by use of the 
Chase’s wide connections. Through its three London offices, 
the Chase National Bank, with extensive facilities in the 
United States, helps to remove many obstacles from the path 
of those engaged in International Trade. 


THE CHASE NATIONAL BANK 
OF THE CITY OF NEW YORK 
A United States Corporation with Limited Liabdlety 
LONDON — 6 Lombard Street 
51 Berkeley Square Bush House, ardwych 








+m finite aeRO 


~ Bor aiendienet: 
wr. ot 


ee 


628 


centred on the domestic consequences of the programme, on 
the foreign policy that made it necessary and on how 
America’s military power should be used. General Marshall 
was responsible for much of the foreign policy, as the Presi- 
dent’s special representative in China and later as Secretary 
of State from 1947 to 1949, and for most of the -military 
decisions in the Far East and in Europe during the past 
twelve months. But attempts to pull him down into the 
MacArthur and McCarthy arguments were soon abandoned, 
for it was obvious, even to the most short-sighted Republi- 
cans, that the political dividends of these particular contro- 
versies would be reduced if they involved “ smearing” so 
respected and beloved a man as General Marshall. 

Congress, which the General praised for its “ very remark- 
able co-operation,” has now not only given the armed forces 
all the money requested for them, but is pressing more upon 
them ; and it has at last allowed a beginning to be made on 
the scheme for universal military training which is near to 
General Marshall’s heart. The only rebuff he has suffered 
this year has taken the form of starving the plan that bears 
his name, but Congress has behaved rather more generously 
towards the military aid for America’s allies that is now 
replacing this economic assistance. This change is stressed 
by the fact that Mr William Foster, the present head of the 
Economic Co-operation Administration, is moving to the 
Defence Department to be Deputy Secretary in place of Mr 
Robert Lovett, who succeeds General Marshall. 

Mr Lovett, a New York banker, has been a high govern- 
ment official and a close and devoted assistant to General 
Marshall for most of the past eleven years, in the War and 
State Departments, before he came to the Defence Depart- 
ment with the General. He has two advantages over his 
former chief, as well as that of age (he is 56); he is a civilian, 


. as the Secretary of Defence is supposed by law to be, and he 


is a Republican, while General Marshall, of course, had no 
political affiliations. The General is retiring entirely at his 
own wish, to the deep regret of the President, the Congress, 
the country and the country’s allies. He would not have 
done so had he not been certain that he was leaving his work 
in the hands of a man in whom he, and everyone else who 
knows Mr Lovett, has complete confidence. The retirement 
of this,distinguished American is also being taken as a sign 
that he does not expect a full-scale war in the near future, 
for in that case he would never have withdrawn from his 
country’s service, 


Sixty Billion for Defence 


The $56 billion appropriation for defence, a peacetime 
record when it passed the House, has had something new 
added in the Senate, a $5 billion gift for additional air 
strength presented before the Joint Chiefs of Staff had even 
reached a decision on how much new expansion in the skies 
was possible or desirable. To underline its intentions, the 
Appropriations Committee, which is almost certain to be 
supported by the Senate this week, provided that the Air 
Force, instead of being limited to 95 wings, as at present, 
should not fall below that number. The House, where Mr 
Vinson, chairman of the Armed Services Committee, is leading 
the Air Force-inspired agitation for 163 wings, is not likely 
to find fault, even though the new blank cheque brings the 
appropriation to $61 billion. Not more than. three-quarters 
of this is likely to be*spent this year, but to it must be added 
almost $6 billion for construction of bases at home and 
abroad, now authorised, and approximately $5 billion for 
this year’s costs of the Korean war. 


Revelations in secret sessions concerning fantastic new 
weapons now being developed, non-atomic, but “ as startling 
as germ warfare ”—the same instrument of destruction to 
which President Truman referred so chillingly and even 
more vaguely at San Francisco—convinced Senators that the 
extra air power was needed. Whatever these newest weapons 
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may be, there are many signs that new atomic weapons 
presumably to be regarded as almost conventional, are ste re 
moving from the laboratories to the proving grounds es 
Atomic Energy Commission has announced a new serie ‘ 
tests at Las Vegas, Nevada, its “ back-door ” bombin phe 
gunnery range, where it is believed atomic artillery is es 
tried out which may revolutionise European defence Th 
AEC has awarded a contract for an air-frame capable ~ 
being powered by atomic energy ; the Navy three weeks g 
let a contract for an atomic submarine. Guided ine 
using atomic warheads, will absorb $1 billion this year 

The new $5 billion is only a drop in the bucket of Ajr 
Force aspirations and, moreover, must be shared with the 
Navy and Marines, whose support of ground troops in Korea 
has won the admiration both of the Army and members o 
Congress. It is a very sore point with the Army that the 
Air Force, upon which, since unification, it depends for ais 
cover, attaches, no doubt quite properly, a higher importance 
to attaining mastery in the air and attacking enemy troops 
and supplies than to close co-operation with ground forces, 
The Air Force recently established a tactical air command 
equal in status to its strategic and air defence commands. 
but flatly refused to be drawn into any competition with 
naval and marine aircraft at the joint manceuv-es held at 
Southern Pines last month. It also declines to give the Army 
control of any aircraft during an offensive, alleging they 
would be wasted, in “ penny packets.” Concessions to the 
Army, in the form of joint training and exchanges of pilots, 
may, however, be necessary if the Army is not to be driven 
into the retrograde step—from the viewpoint of unification— 
of demanding air power of its own. 


* * & 


Steel Squeeze 


Ordinary consumers have not yet felt the pinch that. 
heralded by mobilisation officials, is now supposed to have 
arrived in civilian goods because of the growing military 
demand for metals. But Senators are more than ordinarily 
sensitive to anything that may bruise their chances of 
re-election, and they were badly hurt when they were told 
it was impossible to repair cuts in the amounts of steel 
allotted for road building. This will delay construction ol 
the highways which, it was hoped, would bring gratelu! 
voters to the polls in the right frame of mind next yeat. 
Salt was rubbed into the Senators’ wounds by the simu 
taneous report that Britain, where a Socialist Government 
must also fight an election before long, was to be given a 
least 2,000,000 tons of steel during the next year, a week's 
output from American steel mills. The truth was that Mr 
Gaitskell’s request for only 800,000 tons was being con 
sidered and, when this was explained, the cries of pail 
abated. 


But 800,000 tons is nearly as much stecl as has been 
allotted to the consumers’ durable goods industries for the 
fourth quarter of this year, and perhaps more thao they 
will get in the first quarter of next. The allotments, te 
first made to these industries under the comprehensive Com 
trolled materials plan, which now covers all users of “* 
copper and aluminium, were for only 58 per ccnt of the 
steel used before the Korean outbreak, instead ol for 70 per 
cent as in the current quarter. This reduction re 
unexpectedly sharp, but it is in structural steel that ra 
squeeze is most severe. The Senators’ concern over od 
highway programme is matched by that of natural wage 
public utilities companies over the lack of stec! —_ : 
carry out their plans for expanding operations. Only es 
facilities for making directly military items and the a : 
needed for aircraft are getting as much structural eal 
they require in the fourth quarter. The steel indatty : 7 
is being allowed only half as much steel as it ve oh 
expansion programme and projects not yet begun W! . 
no structural steel at all. 
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If this special stringency continues, the promise of plenty 
of steel for everyone by 1953 will not be fulfilled. Mean- 
while, however, the steel industry is likely to be more 
‘mmediately hampered by shortages of scrap. This year 
36 million tons of purchased scrap will be needed, in addition 
‘9 the home scrap produced at the mills themselves, com- 
pared with 29 million tons last year. A scrap collecting 
drive is under way and the government is proposing to buy 
390,000 tons of steel scrap from the United Nations, to be 
salvaged from the Korean battlefields, and 250,000 tons of 
ron scrap from India. Private firms have failed to bring 
a this foreign scrap, partly because they are unused to 
negotiating with governments, partly because the higher 
prices offered for scrap in Japan made that country a more 
tempting market. 


* x * 


After the Flood 


Big cities and large industrial concerns have managed 
to dig themselves out of the debris left by July’s floods in 
the Missouri basin, though, if September waters had been 
a few inches higher, they might have had the job to do 
all over again. It is the small businessmen and farmers, 
whose land is covered several feet deep in sand and gravel 
which it may cost $100 an acre to turn under, who are the 
hardest hit. To help them, and speed the recovery, still 
only 10 per cent complete in an area which produces nearly 
a third of the nation’s food, Mr Truman in August asked 
Congress for $400 million. This would provide indemnities, 
on a sliding scale, for lost property, loans to individuals and 
to the states, help for farmers to rehabilitate their land, and, 
finally, a new system of flood insurance. 

Hearings began this week in the reassembled House, where 
Congressmen of both parties in the flooded states are con- 
vinced that substantial federal help is essential. Flood insur- 
ance may be more controversial ; virtually none was in force 
in the stricken states, as the private. companies fight shy of 
s0 incalculable a risk. Mr Truman proposes a scheme of 
government backing for private policies similar to the war 
damage system. 

The best form of insurance, of course, would be a compre- 
hensive scheme of water management for the whole Missouri 
Valley, but there is a risk that Congress may be swept along, 
by the flood, into authorising and paying for more of the 
very loosely co-ordinated schemes bound up in the Pick-Sloan 
plan, a shotgun marriage of the often conflicting ideas of the 
Corps of Army Engineers and the Bureau of Reclamation. 
Already the Senate has hastily restored to the flood control 
and rivers and harbours Bills the $124 million removed by 


the House, which for once had refused to give the Engineers 
a blank cheque. 


The moment may be favourable for a new, impartial survey 
of what has been done and what is needed. A flood that 
costs $2.5 billion jolts the most complacent, and the 
Engineers themselves have come under unaccustomed fire. 
In Kansas City they are accused of giving inadequate warn- 
ing, and of insisting, up until the moment when the waters 
surged over, that their dikes would hold. In Washington, 
4 sub-committee of the House Appropriations Committee, 
after a year’s study, has raked the Corps from stem to stern 
for its inadequate planning and faulty estimates. These 
accounted for $800 million, at least, of a $3.4 billion increase 
in the estimated costs of 182 projects. Funds to begin 
most of these were requested without the completion of the 
full survey required, and granted because these great con- 


‘ttuction projects shower such benefits in favoured con- 
Situencies. It would be too much to expect that this report 
Would give either the President or Congress the courage to 
ollow the Hoover Commission’s suggestion that the civil 
functions of the Engineers should be transferred to the 
Bureau of Reclamation, but it may induce Congress to 
authorise another look at the Missouri Valley. 
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Labour Disunited : 


Last March the United Labour Policy Committee, then 
only three months old, brought trade unionists from the 
American Federation of Labour, the Congress of Industrial 
Organisations and the Railway Brotherhoods to Washington 
by the thousand, to demand their rightful share of the 
defence programme. Their success in getting what they 
wanted from the Administration seemed to prove that CIO 
leaders have been right in insisting that the way to the long- 
discussed unity in the labour movement is through 
“functional” co-operation to achieve specific and practical 
objectives. But justification for the CIO view was the last 
thing that the AFL wanted, for it has always maintained 
that “ organic ” unity, a complete merger between the two 
organisations, is the only remedy for the fifteen-year long 
split between them. The AFL has just broken up the 
Labour Policy Committee by withdrawing from it, to the 
regret of the CIO, arguing that the committee was only 
intended to be a temporary expedient and is no longer 
necessary now that the emergency has got into its stride and 
labour representatives are safe in their places near the tops 
of the various mobilisation agencies. 


But wounded pride seems to be the real reason for the 
AFL’s withdrawal. It feels that it has not been treated with 
the respect due to its age and size, and that the bright young 
leaders of the upstart CIO -have been given more favours 
and greater influence in the counsels of the government and 
in such bodies as the Economic Co-operation Administration 
and the International Confederation of Free Trade Unions. 
It is largely because the AFL’s nose is so easily put out of 
joint that organic unity, for which the AFL once more 
appealed on leaving the committee, seems such an academic 
question. For an amalgamation of the two organisations, and 
their member unions, at both the national and local level, 
could not be achieved unless AFL officials were prepared to 
take their share of second places. The existence of this double 
set of entrenched trade union bureaucrats is in fact the main 
obstacle to unity by any route, 


The AFL may be hoping that at least part of the obstacle 
will be removed next year. For Mr Philip Murray has 
announced that he will retire from the presidency of the CIO 
in November, 1952, arid the result may be a war of succes- 
sion, which could tear the CIO apart and drive its member 
unions piecemeal into the arms of the AFL. Such a struggle 
would intensify the union rivalry in plants and industries 
which many fear will in any case break out again as a result 
of the new disunity between AFL and CIO. Rivalries may 
also make things difficult for government officials and political 
leaders who will now once more have to deal with two groups 
instead of with one committee. 


Shorter Notes 


The 1948 Sugar Act has been extended to 1956 ; under 
this Act the Secretary of Agriculture estimates the require- 
ments of American consumers each year and apportions 
marketing quotas among producing areas. The only impor- 
tant changes in the renewed Act are a slight reduction, to 
96 per cent, in Cuba’s share of the import trade, and 
increases in the quotas allowed from two United States 


-dependencies, Puerto Rico and the Virgin Islands. 


* 


Congress has directed that within the next few months 
a Fur Product Name Guide shall be published, listing the 
“true English names” of the animals which masquerade as 
“ mouton ” and “ lapin ” when they are made into fur coats. 
Furthermore, sellers must say on the label whether the fur 
has been dyed and where it comes from. Hudson Bay seal 
will now be revealed as dyed muskrat (musquash to the 
British) and the buyer of a mink coat will know whether it 
is a democratic or a Communist product. 
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THE WORLD OVERSEAS 





The Problem of the German Refugees—I 





The Refugees’ Place in the Federal Economy 


(By Our Special Correspondent Recently in Germany) 


OR several years, it was universally asserted that there 
were 12 million expelled Germans—the so called 
Vertriebenen—in the Federal Republic, and that several 
million had died in transit. The statistical position is now 
more accurately established. Of the Federal Republic’s 47.6 
million inhabitants, 9,400,000, or nearly one in every five, are 
people who were not living there before the war. The Federal 
Republic’s population is over 20 per cent more than before the 
war, though the density is still below that of Britain, Belgium 
and the Netherlands. The 9,400,000 are composed of 
7,500,000 Vertriebenen, i.e. Germans evicted from the terri- 
tories outside the four zones of occupied Germany ; 1,600,000 
are people who have come over the border from the Soviet 
zone. This last figure continues to grow at the rate of about 
200,000 a year. The remainder are displaced persons of non- 
German origin—about 300,000 in all. 


The refugees are still extremely unevenly distributed, and 
plans for resettlement are badly lagging owing to lack of 
housing to receive them in other areas. A third of the popu- 
iation of Schleswig-Holstein still consists of its 840,000 
refugees ; and Lower Saxony is close behind with 1,850,000 
refugees, or 32.5 per cent of its population ; Bavaria has 
1,900,000 refugees, or 21 per cent of its population. Only the 
French zone has a negligible number, as the French until 
recently took advantage of their exclusion from Potsdam to 
refuse to accept refugees. 


Skill and Energy of Newcomers 


A very distorted view of the situation is given if these 
statistics are not judged in the light of others, which show 
the astonishing extent to which the newcomers have found a 
place in the West Germany economy. So much have they 
enriched their new homeland with their skill and enterprise 
that it would now be a catastrophe were they to leave. Each 
of the overfilled Laender is in fact now debating whether it 
can afford to lose its refugees to any other Land in the redis- 
tribution plan ; each Land hesitates to relinquish able-bodied 
and often skilled workers, and the subsidy sae the Federal 
Government which is supplied for their relief and housing. 
In a less decentralised state than the Federal Republic, such 
a question would not arise ; it would be plainly to the advan- 
tage of the nation (and the whole of the Western world) if 
unemployed, or under-employed refugees from, say, 
Schleswig-Holstein were to be moved for retraining as, say, 
miners in the Ruhr. But Germany lacks a strong central 
direction to carry out sensible reforms. 


The refugees are too often depicted as a dead loss. This is 
unfair to the people themselves and to the local authorities 
who have done so much to aid them. The newcomers have 
contributed a considerable share to the national income, and 
to Germany’s foreign trade. About § per cent of all handi- 
craft establishments now belong to refugees. The famous 
producers of cheap jewellery from Gablonz in Czechoslo- 
vakia have secured a dollar revenue from exports which 
exceeded in one year the credits they obtained for re-estab- 
lishing themselves in Bavaria. Silesian textile manufacturers 


have also performed extraordinary feats from a beginning © 


made without machinery or capital. Of all the newcomers 


to the West, the farmers and landworkers hay: 
hardest to place and the most discontented. 


Since 1946, no fewer than 3,000,000 of the refugees have 
found employment. Unemployment among them ‘5 per cent 
is higher proportionately than among the indigenoys 
Germans, and accounts for about one-third of the tota! of 
1,250,000 registered unemployed. It must be borne in mind, 
however, that the refugees usually secure seasonal work on 
the land, which is not always revealed to the labour 
exchanges. At the moment it is unusual to find more than 
a few unemployed among the campers in the cities or on the 
land. An unemployed refugee often thinks twice about 
taking on work, or about reporting it, if it does not bring in 
much more than the dole of DM7o per month (nearly £6) 
which he receives. The complaint is now heard that women 
refuse to go out as domestics except at impossibly high 
wages. 


The Germans certainly exaggerate, therefore, when they 
depict an entire community verging on despair, without the 
barest elements of civilised existence. Those days are past. 
Camps now boast radio sets, and decent furniture. The valiant 
local authorities find it hard to shift families from the cities ; 
an independent life, even with four in one room, is naturally 
preferred to sharing with a reluctant householder. Is there, 
then, no real economic problem left to solve? To maintain 
this would be to exaggerate in the other direction. By any 
standard, the over-crowding in the cities is appalling, and 
moral deterioration is setting in among the under-employed 
in.the country. Building already goes on very fast indeed, 
particularly where private capital is behind it. Last year, for 
example, the ground floor and first story of a luxury hotel in 
Hanover was built and occupied within eight days by dint of 
working 24 hours a day and laying bricks at twice the rate of 
British workmen. Some 300,000 flats were built in 1950, but 
§,000,000 are still needed. And the stream of newcomers 
continues. About 5,000 a month pour into the frontier camp 
at Uelzen from the Soviet zone, all penniless and mostly 
under-nourished. With the British Resident as its benevolent 
guardian, Uelzen provides a good example of international 
charity in collaboration with selfless German workcrs. 


There can be no excuse for not knowing how to tackle the 
residual economic problem of the refugees. A very detailed 
and excellent plan is available in the Sonne report, named 
after the American economist of Danish extraction, 
Christian Sonne. With a team of American experts, Mr 
Sonne prepared a plan for the Bonn Government eatly this 
year, as part of the ECA technical assistance scheme. His 
plan as a whole would take six years to carry out. and cost 


proved the 


-DMz12.5 billion, (For the sake of comparison. occupation 


costs for the current year are estimated at DMo.6 billion, 
or about 6 per cent of the national income.) As housing * 
the first essential, the report proposes spending 1M! ie 
at once on building. Most of the unemployed could 1 . 
be shifted to the places where jobs are availabe. and t 

rest integrated into the economy by planned ee ‘ 

V arded use is being made’ of the Sonne pia? 
Pisa! Bom a petlicebinacs expansion of credit. and the 


German authorities ate determined not to take any risks with 
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ow many lumps ‘ 
or two ago Monsanto agricultural chemists began experimental work on 
lantations, and they have already assisted some remarkable increases in 
vity. The tests were conducted mainly in the Caribbean area, but the 
apply wherever sugar cane is grown. 
p lorophenol figured largely in these tests and was shown to provide 
nore effective method of killing weeds, and usually a cheaper one, 
traditional hoeing by hand. Fewer weeds, more sugar. 
l r costs, cheaper sugar. 
Vonsvanto have pioneered the development of pentachlorophenol, 
is now being produced (for the first time in the country) 
ir Newport works. It can be formulated in various 
ind for the Caribbean tests they used both 
Jien-20 (pentachlorophenol) and Santobrite 
in pentachlorophenate). 
Santobrite and Santophen-20 formulations are 
easy and safe to handle by spraying and other 
/ rds of application. 
Besides its usefulness as a weed killer, 
Sintobrite is a most effective preservative for 


timber, and it is rapidly becoming a leading 
product in the new group of Agricultural 
Chemicals offered by Monsanto. These 
chemicals are an important addition to 
the wide range of Monsanto products, 
and add one more name to the list of 
major industries served by Monsanto. 
Herbicides (Weed killers) : 
Hide i: SANTOBRITE 
re y SANTOPHEN-20 
iad 2.4.D. 
Insecticide : 
NIRAN 
Fungicides : 
THIVURAD 
METHASAN 


Wetting Agent : 
SANTOMERSE 
Soil Sterilizer : 
CRESYLIC ACID 












MONSANTO CHEMICALS FOR 
AGRICULTURE INCLUDE: 
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A credit to your business 
...a credit to your desk 





Dictaphone TIME-MASTER leads 
both in efficiency and looks 


BUSINESS MEN all over the country have found their ideas 
about office dictation changed over-night by the Dictaphone 
Time-Master. In terms of speed, ease and smoothness of 
working, Time-Master simplifies their whole office day. 
But at the same time, Time-Master is such a neat 


machine—a trim streamlined beauty you can be proud of 
on your desk. 


So small. The complete Time-Master is only 4} ins. high, 
slightly larger than a letterhead, and light enough to be 
easily portable. 


So efiicient. Time-Master records on Memobelts, ex- 
pendable plastie belts that give uniform, crystal-clear 
recording, yet fold flat for mailing or filing without damage. 

So dependable. Time - Master retains the tested 
Dictaphone principle of cylindrical recording and is backed 
by the Dictaphone reputation and service. 


ONLY THE TIME-MASTER OFFERS ALL THIS 
1. Streamlined machine, only 4} ins. high, slightly larger 
than a letterhead. 2. Uniformly clear recording and 
reproduction. 3. Uniform back-spacing, immediate place 
finding. 4. Simple automatic operation. 5. Mailable, 
filable, expendable Memobelts, low-cost plastic medium. 
6. Nation-wide service, Dictaphone dependability. 


Write for TIM E-M ASTER literature to Dictaphone Co. Ltd. 
Dept. V., 107 Kingsway, London, W.C.2. 


DICTAPHONE 


Regd. Trade Mark 


ELECTRONIC DICTATING MACHINES 


MADE IR GREAT BRITAIN. Branch Ofices: BELFAST BIRMINGHAM BRISTOL CORK 
DUBLIN GLASGOW LEEDS LIVERPOOL MANCHESTER NEWCASTLE 
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IKE the hall mark on silver 

or the carat mark on gold, 
which stamps the quality for 
all to see, there is a symbol, a 
white horse, known to every 
judge of whisky. It stands for 
a whisky as soft as the dew. 
As noble a Scotch as any that ee 
ever came from Scotland. The 


WHITE HORSE 


1 ES :—Bottl /-, }-Bottl ° 
i8/s, i Bottes 9/6, Miniaure Bowes 37 SCOCtCH Whisky 


as fixed by the Scotch Whisky Association. 
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THE EU 


the currency. Furthermore, it contains some acute and 
unpalatable comments on the regressive German taxation 
eystem ; if this were reformed, and no more were to be spent 
on defence, the report says, the whole plan might be 
fnanced {rom German resources, to the benefit of the social 
sructure. The German authorities prefer to concentrate on 
one recommendation in the plan—that some foreign credit 
might be raised. As all the available first mortgages have 
gone to private builders, the Federal Government has asked 
the Americans to advance the comparatively small sum of 
DM4oo million for this purpose, as a start. The answer has 
been a bitter disappointment ; the Germans were told that 
Congress would first want to see that some contribution was 
being made to Western defence by Germany, and that they 
were taking steps to implement their share of the Sonne 
plan, Hysterical abuse greeted this reply. For venturing to 
suggest that Congress was, after all, faced with a big bill 
for defence, the moderate Minister for Refugee Affairs, 
Lukaschek, has added fuel to a fire which threatens to con- 
sume him. The episode: revealed the extent to which 
political passions dominate: the refugee question. 


(To be continued) 


As India Sees the Treaty 


[BY OUR CORRESPONDENT IN INDIA] 


InpIA accepted Mr Nehru’s decision not to go to San Fran- 
cisco with the same unenthusiastic loyalty that it would have 
accepted a decision to go. Indeed it is said that Mrs Pandit, 
the Indian ambassador in Washington, and several members 
of the Cabinet urged signature but were overruled. The 
reasons for the lack of enthusiasm about Mr Nehru’s decision 
are obvious enough. Most Indians have accepted Japan as 
an American responsibility, and they do not see why India 
should again make itself conspicuous over issues which do 
not particularly concern it. They feel that the distinction 
between a bilateral US-Japanese agreement over bases— 
which India is perfectly willing to accept—and the military 
clause in the treaty to which India objects is rather finely 
drawn. Nor are they altogether convinced by the logic of 
Mr Nehru’s delicate distinction between Yalta, at which 
South Sakhalin and the Kurile Islands were definitely 
promised to Russia, and Potsdam where the Ryukyus and 
Bonins were only negatively taken away from Japan. People 
fail to see why Mr Nehru is so chivalrously determined to 
fight Japan’s battles for it on issues where the Japanese them- 
selves have mostly said nothing, or what in practice is the 
alternative to doing nothing about Formosa. Many, too, feel 
friendly towards America, especially after the wheat loan, 
and regret any increased friction between the two countries. 


On the other hand, the reasons why Mr Nehru has been 
30 loyally supported are important ; it is, for instance, a fact 
that only one major commentator has criticised his decision. 
Basically the reason would appear to be that Indians feel 
that the new treaty draws the lines of the cold war in Asia 
with uncomfortable clarity and uncomfortably near home. 
They do not in fact want to offend Peking. The Japanese, 
as they see it, are to be, not a bridge between America and 
China—probably an impossible aspiration anyway—but an 
American ally, more definitely an American ally indeed than 
anyone else on the mainland of Asia. There in Japan, instead 
of the varying degrees of neutrality and help'essness by which 
the Chinese Communists are elsewhere surrounded, they are 
faced with Asia’s only great industrial power, now to be 
allowed to ‘rearm in effective alliance with America, and to 
be made to serve as a base for American troops. 


: Korea, in Indian eyes, has shown what war meatis in Asia, 
be in Korea there are still hopes of truce. A Japan which 
ne American bases and had made its treaty with the 
: ina of Chiang would inevitably be treated by Mao Tse- 
: ne aS a permanent enemy, at the very least to be subverted. 


ia would be provided permanently with one of the very 
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hottest frontiers in the cold war, hotter perhaps than Berlin 
itself. This is an unpleasant prospect for an India which both 
wants to be on the best of terms with America and also shares 
a very long frontier with China. 


The other reasons for not going to San Francisco are less 
important. There has been some resentment at what appeared 
to be an American diktat—an invitation to a conference at 
which India could only sign on the dotted line ; on this issue, 
nevertheless, there has also been considerable appreciation 
of America’s difficulties and motives. There has been con- 
siderable feeling about colonialism, still an ever fresh issue in 
Indian minds. An American trusteeship over the Ryukyu and 
Bonin Islands, whose inhabitants have for so long been 
Japanese, rouses too many echoes of the imperialist past for 
impartial examination of its justification. It is, however, some 
sign of India’s growing self-assurance, of its capacity to forget 
the past, that these motives alone would never have pre- 
vented anybody from going to San Francisco. 


Certainly India has no desire to line up with Russia over 
this treaty. It has been officially pointed out, for example, 
that India has raised no objection in principle to Japanese 
rearmament, and the fact that there would be a defence agree- 
ment with America was generally taken for granted. Some 
Indians even argue that-one of Mr Nehru’s reasons for 
refusing to go at all was that he did not want to be put 
in a position where, on certain issues, he would be alone 
with the Soviet bloc. It would be quite wrong to say that 
Mr Nehru’s India is being anti-American in order to be 
pro-Russian. 


Progress in the Philippines 


THERE was never much doubt that the Philippines would 
sign the Japanese peace treaty at San Francisco. But their 
representative, General Carlos Romulo—president of the 
United Nations’ General Assembly in 1949—did so only 
with the strongly-expressed reservation that the Philippines 
must retain the right to negotiate with Japan for war repara- 
tions at a later date. This episode is typical of the strong 
yet difficult position in which the Filipinos find themselves. 
It is strong because they can rely on American support to 
protect them from invasion and at least to buttress their 
economy just enough to prevent its collapse. It is difficult 
because the Filipinos are quite as conscious of their new 
nationhood as any of their neighbours on the mainland of 
South-East Asia and do not relish undue American tutelage ; 
because they are in a state of chronic civil war against the 
Hukbalahaps ; and because the administration of their 
economy~has been so corrupt that the United States has 
imposed certain conditions as the price of renewing its aid. 


At the end of last month a new period opened in the his- 
tory of the Philippines’ relations with Washington, relations 
which form the basis of all Filipino foreign policy. In the 
presence of President Truman and President Quirino, Mr 
Acheson and General Romulo signed a mutual defence pact 
similar in nature to that which the Americans have now also 
signed with Australia and New Zealand. Taken in con- 
junction with the security pact, signed by America and 
Japan in San Francisco immediately after the peace treaty, 
this put the Philippines firmly and formally within the ring 
of American defences in the Western Pacific. This, however, 
does nothing to quell the internal revolt of the Hukbo Mapag- 
palaya Bana, alias the Peoples’ Liberation Army, the Huk- 
balahaps or just plainly the Huks. This is still going strong 
and, while the government forces are now doing better than 
a year ago largely as a result of the new drive put into the 
campaign by the energetic Secretary of Defence, Mr Ramon 
Magsaysay, there is no sign yet of an end to the revolt. 


The government has now deployed 24 special battalions, 
each about 1,000 strong, against a Huk force variously esti- 
mated at between 10,000 and 20,000 men. In recent months, 
the Huks have been broken up into smaller groups, they 
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have lost ground in their original stronghold of central 
Luzon, and some of their political leaders have been executed 
or deported. They have no firm base from which a deter- 
mined government drive cannot flush them ; and their rela- 
tive failure to check agricultural production, even in the main 
rice area of central Luzon, is shown by the steady rise in the 
Philippines’ rice production from 1,623,000 metric tons in 
1946 to 2,606,000 last year. 


On the other hand, support for the Huks has now spread 
to some of the other islands including Cebu and Mindanao, 
the rate of damage to property in Luzon continues very 
high, deliberate attacks have begun to be directed against 
foreigners, and, above all, there is more and more evidence 
that the Communists are extending their grip over the move- 
ment. Based on the poverty of the peasants, the Huks 
emerged at the end of the war as militant agrarian reformers. 
Since last November, however, the Partido Komunista 
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Filipinas—the PKF—has managed to organise a system of 
regional commands under a Central Committee, of which 
the head of the Politburo, and secretary-general of the party, 
is Dr Jesus Lava. Also on the Committee’s secretariat is 
Luis Taruc, one of the original Hukbalahap leaders. The 
Party takes its line from Peking. 

A year ago the Philippines reached a very low point in their 
post-war economic story. American aid was coming to an 
end and corruption was rife. The aid had run to a total 
of no less than $2 billion over the previous five years, largely 
in respect of war damage compensation,.but nevertheless a 
fantastically large sum compared with the amounts being 
given even now as aid to the whole of the rest of South-East 
Asia. Since then, in order to meet the requirements of the 
report made by an American economic mission under Mr 
Daniel W. Bell last October, the Philippine Government has 
taken three distinct steps to put its house in order. These 
have paved the way for an immediate grant of another $15 


’ million of.American aid and the prospect of a further $250 


million over the next five years; $25 million worth of 
military equipment is also scheduled for delivery this year. 


The first step was to pass a minimum wage law, long 
overdue. The second was to increase corporate income and 
excise taxes ; the corporate income tax is now 20 per cent 
on profits up to 100,000 pesos and 28 per cent on higher 
figures. Lastly, the administration of import controls has 
been greatly tightened up, largely under the guidance of Mr 
Miguel Cuaderno, Governor of the Central Bank ; certain 
export controls were also imposed in June. From a. balance 
of payments deficit in 1949 of 665 million pesos, the figure 
was reduced to 27 million pesos for last year, and, aided 
by the commodity boom of the Korean war, looks like turning 
into a surplus this year ; in the first five months there was 
favourable balance for the first time for ten years. None of 
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these measures takes the Philippines out of the woog Ba 
combined with the improvement in the Hukba!, hap canna t 
they do hold out hopes that, if, as now seem Possible ie 
Communist onslaught on South-East Asia cin be checked 
the Philippines will share in the renewed mosphere: of 
confidence and prosperity. 


The Dutch Economic Scene—Il 





Government and Investors 


[FROM A CORRESPONDENT | 


AN essential part of the economic plan introduced in March 
this year (discussed on page $69 of The Economist of \yy: 
week) was a § per cent cut in the level of consumption 
and a 25 per cent cut in the levelof investment. Ip trying 
to carry out this plan, one of the government’s main difficy). 
ties has been the fact that, while‘it can tack!c nsumption 


more or less directly, through the subsidies, it has no direct 
or immediately effective approach to private investment, Ye 
for political as much as for economic reasons, the success of 
the whole plan may be prejudiced by failure in this field, 
The present Cabinet which produced the March plan j 
par excellence a coalition—comprising six Catholics, five 
Socialists and four others (Protestant, Libera! and Indepen- 
dent); and its plan, like itself, was in consequence an uneasy 
compromise between a right-wing and a left-wing approach, 


with the bias if anything to the right. The methods by which 
it proposed to deal with consumption were more direct and 


more obvious than those which it prescribed for investment— 
if only because, under the conditions of minimum state inter- 
vention in the economy in which it believed, consumption 
was the easier target. But it is precisely on this point, on the 
weakness of its control over investment, that the socialist 
party and the trade unions—whose good will is vital—have 


concentrated their attention. 
It would be unjust to say that the government has made no 
progress on this issue ; but at best, its progress has been slow 


_ and fumbling. Since January, 1951, a form of credit restric- 


tion has been in operation through the Central Bank. A few 
months ago, a bill was introduced designed to enforce this 
restriction and to keep the commercial banks more closely 
in step with central policy ; but parliament has so far done 
nothing about the bill except to submerge it in bitter political 
wrangles, It is true that a few weeks ago, parliament finally 
accepted proposals for heavier taxation on industrial enter- 
prises ; but, while this may or may not prove to be an effec- 
tive disincentive to investors in the future, it may have hardly 
any effect on investment projects already in progress and 
will certainly do nothing to rélieve the immediate infle- 
tionary pressures, 

It is thus impossible to predict how far the measures 80 
far taken will clceanels be successful. All that can be said 
is that recent trends have. been in the opposite direction. 
In 1950, credits extended by private banks to industry were 
450 million guilders more than in 1949, and they increased 
by a further 187 million guilders in the first quarter of 195!. 
That this is a manifestation of a consistent trend since 194? 
is illustrated by the following table, even when allowance 
made for the declining real value of money. 

Thus in 1950, private investment was 40 per cen! higher 
than in 1949, while for the same period total national incom 
available for expenditure rose by only 12 per cent, a 
personal consumption by 10 per cent. A large proportion 
this increased investment, however, can be attridvied fo Me 
exceptional circumstances induced by the post-Korcat 
boom ; of a net privdte investment of 3.5 billion guilders 1 
1950, it is estimated that between 1 and 1.5 billion guilders 
was actually spent on exceptional purchases for »'°-*. Here, 
therefore, is one field where it should be compa: .\v<ly P" 
less to achéove a saving. | 











$ 











THE Et ONOMIST, September 15, 1951 


See business figures as news, not history 


TO REMEMBER the past is good; to cherish its 
practices is bad and, in office departments, to 
put up with annual accounts, when you could 
have them monthly, or even daily, is to hang 
on to the past. Yesterday’s methods of 
accounting and calculation mean that vital 
figures are never available when wanted. The 
result is waste. Waste of staff; waste of time; 
waste of money. 

Burroughs are in business to make figures 
news. They have expert advice to offer on the 
adoption of an accounting routine that will 
serve you best. And they can install business 
machines that solve any figuring problem— 
faster. 

Burroughs are known all over the world. 
Wide experience of the changing needs of 
business helps them to solve localized prob- 
lems faster. And to provide an on-call main- 
tenance service that keeps their machines on 
the job all the time. 


IT COSTS YOU NOTHING... 

Many economies can be made in office departments — 
but problems cannot be solved until they are clearly 
defined. The Burroughs publication “SWays to Save 
Time in an Office” contains useful advice for office 
management. This booklet can be obtained, free of 
charge, from Burroughs Adding Machine Ltd., Avon 
House, Oxford Street, London, W.1. 








You can count on 
Burroughs 


Adding - Caleulating - Accounting - Statistical Machines 


BURROUGHS ADDING MACHINE LTD., AVON HOUSE, 356-366 OXFORD ST., LONDON, W.1 
Factories: NOTTINGHAM (EST. 1898), STRATHLEVEN, SCOTLAND 
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BANKS 


INSURANCE 
COMPANIES 


INVESTMENT TRUST 
COMPANIES 


The investor can obtain a_ well-diversified 


interest spread over the stocks and shares of 


these financial institutions through the medium 
of the 


Bank Insurance 
Trust Corporation 


Group of Unit Trusts 
* 


For full particulars, including prices of Units 
and their yields, apply through your stock- 
broker, banker, solicitor or accountant, or 
direct to the Managers of the Trusts :— 


BANK INSURANCE TRUST CORPORATION, LTD 
30, CORNHILL, LONDON, E.C.3 
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We've solved some problems in our time! 


WANTED: two 6 volt batteries to power a pair of elec- 
tronic tortoises. Queerest, perhaps, of all the demands 
that the Chloride Company has met in more than go years 
of pioneering new uses for the electric storage battery. 
But not, as it proved, a difficult problem. Elmer and Elsie, 
brain children of Cybernetics research worker Dr. W. 
Grey Walter, asked nothing of us but a-reliable battery 


apiece. We fitted each with an Exide. 


@ You will meet the robot tortoises at the Festival 
Exhibition of Science in the South Kensington Science 
Museum. You'll see how Elsie leaves her hutch to inves- 
tigate any extraneous source of light. How she gently, 
persistently butts her way past ev ery obstacle that: in- 
tervenes. How, when her output of energy leaves her 
feeling a little run-down, she returns of her own accord 


to her hutch, hitches up to her trickle charger and can’t 


be coaxed out again until she has fully recuperated. Sen- 
sible Elsie! An Exide type, we like to think. A really 


reliable little tortoise. 


* * * 


On the South Bank Site Chloride, Exide & Exide-Ironclad bat- 
teries have been chosen to power the emergency lighting & crowd 
counting systems and to provide the subject of many exhibits. 


, vis 





CHLORIDE 


BATTERIES LIMITED 


Makers of Exide Batteries 


CHESTER 
: EXIDE WORKS * CLIFTON JUNCTION « NR. MAN , ee 
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But apart from this, it may not only be difficult to imple- 
ment cuts ; it is an Open question whether it is wise to try to 
do so, except on a highly selective basis. Holland is now the 
most densely populated country in Europe, with the highest 
birth rate and the lowest death rate (the population of 10} 
million is increasing at the rate of 150,000 a-year). Further- 

DutcH NATIONAL Income (billion guilders) 
1938 | 1947 | 1948 | 1949 | 1950 




















Productic private enterprise ..... 4-1 9-7 11-2 12-5 13-9 
Production by Government .....++- Be i, ie Gee Se 1-3 1-3 1-3 
Wet income from abroad <y.aassee+<: f O-4 | 0:2 O-3.| 0-4 0-3 
National income at “‘ factorcost” =... @9 | Ib3 12-8 14-2 15-5 
Tape puinus subSMAMS 17 chae coecliaies | 05 | O08 | 1-3 1-8 2-1 
National product at market prices ... | 5°4 ; 42a ; 41 16-0 17-6 

Balance of grants and loans, liquidation 
f assets, et O Sc teaskavea aes 0-2 1-7 | 1:2 | O3 0-9 
Total av: le for expenditure bite ake | §-2 13-8 15-3 16-3 | 18-5 
Personal consumption. . ssa ese. ee eee 4-¢ } 30-1 |}. 41-1 fl-5 12-4 
Government consumption ......... ‘ 0-7 | 2:2 | 2-3 2-3 26 
Net investmerit in enterprise ........ ; @-] 1-5 } 19 | 3-5 3-5 
;} . &2 4. 13-8 15:3 | 16-3 18:5 





more, as there is virtually no unused capacity in the Nether- 
lands, the government is pinning its faith on a substantial 
increase in productivity both to compensate for the deteriora- 
tion in the terms of trade (about 20 per cent over the last 
year) and to soften the impact of rearmament. 


(Concluded) 


Nations United Against TB 


AFTER four years of work in twenty-two countries, the 
international campaign against tuberculosis jointly conducted 
by the United Nations and the Scandinavian Red Cross has 
been officially wound up. In a world full of plans for inter- 
national betterment which never get beyond the committee 
stage, this campaign has been a shining example of what 
can be done with modest resources by a small group of men 
and women dedicated to an idea which transcends frontiers. 
Some 16,700,000 children and young adults in countries 
ranging from Ecuador to India have been vaccinated with 
the new BCG vaccine, after more than twice that number 
had been tuberculin-tested so that vaccination could be con- 
fined to those to*whom it could give effective protection. 


The campaign, which began as a purely Danish enter- 
prise in the spring of 1947, quickly showed its worth in the 
disease-ridden Europe of the first postwar years; as more 
appeals for help came in, the Danes were joined first by the 
Swedish Red Cross and Norwegian Relief for Europe and 
then, early in 1948, by the United Nations Children’s Fund 
and World Health Organisation. The total UN contribu- 
tion has been £1,000,000, and that of the Scandinavian 
groups £640,000, while the governments of the assisted 
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countries have matched or slightly exceeded these sums ; the 
whole cost of the campaign has only been £3,500,000. 

Now the Scandinavians are withdrawing, but the United 
Nations is continuing the work on a similar scale. There 
has been a steady shift of emphasis from postwar Europe 
to selected areas in Asia, Africa and Latin America. While 
only a beginning has been made with thé immunisation of 
the vast child populations of these regions—some 1,250,000 
have been vaccinated in India, 1,010,000 in Morocco and 
610,000 in Egypt, to cite only three countries—the scale of 
operations in the East may yet exceed what has already been 
accomplished. For the stimulus of international aid has led 
many governments to take BCG vaccination in hand them- 
selves, and eighteen of the twenty-two countries are con- 
tinuing the work begun during the joint campaign. 


In addition to the main UN tuberculosis centre at Copen- 
hagen, regional centres are being set up in India, Egypt, the 
Philippines, Mexico, Ecuador and Uruguay, where medical 
workers will be trained and vaccine manufactured for use in 
neighbouring countries. The international teams sent out by 
the UN and the Red Cross have already trained large 
numbers of loca! doctors, nurses and medical’ orderlies in the 
simple techniques involved, and in most countries those who 
first received training are passing their knowledge on to a 
widening circle. Trained personnel are, indeed, a more 
important limiting factor than cost ; even the poorest nation 
can hardly claim that the campaign represents an intolerable 
financial burden, for the vaccine itself costs only about 4d. 
per head, and no expensive apparatus is required. 


Reports and analyses reaching the UN’s Copenhagen 
tuberculosis centre are already showing the effects of the 
campaign. Special valuation surveys have been made in 
Denmark, Finland, Egypt, India, and other countries, and 
these are expected to yield valuable information r : only on 
the success of the BCG vaccination drive but on the whole 
question of the incidence and prevention of the disease in 
varying climates and circumstances. Never before have such 
a large number of people, in so many different geographical 
areas, been subjected to such uniform treatment with such 
uniform materials ; the opportunity which this fact offers to 
scientific investigation is obvious. 


As usual, some doubts may arise as to the wisdom of trying 
to save so many people from disease in countries where the 
pressure of population on food and other resources is already 
severe. But in the case of TB economic arguments can 
easily be found to support the overwhelming moral case for 
reducing human suffering. While TB is admittedly a great 
killing disease, it weakens and cripples far more people than 
it kills, and most of its victims thus become unable, to play 
their full part in production—which, in Asia, usually means 
the production of food. If these millions can be saved from 
becoming useless or near-useless charges upon their com- 
munities, the international tuberculosis campaign will have 
made an outstanding contribution to the economic advance- 
ment of the poorer countries. 
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HERE IS A BRILLIANT STEP-BY-STEP GUIDE TO 
SUCCESSFUL SPEAKING |\in4 


Ability to exprese yourself clearly, forcibly, precedes business and = By 
social success. This dynamic book by America’s foremost public 
speaker deals with mental attitude, developing confidence, method, 
technique, strategy, use of repetition, contrast, story-telling, humour, 
the dramatic. 


The SUCCESSFUL SPEAKER'S HANDBOOK 


CLEVER, WITTY, DYNAMIC! AN AMERICAN BEST SELLER! 


How to suit your andience, gain and bold attenti interrupti 
/ poisy andiences. Famous speeches—lofty, amusing, 
entreating. Indoors and outdoors speaking. parliamentary 
procedure, rules of order. An invaluable book! 


f 











To: A. Thomas & Co. (E) 111 Buchanan St., Blackpoo! 


I enclose 36/- for Prochnow’s THE SUCCESSFUL SPEAKER’S 
HANDBOOK, OR Please forward C.O.D. 


Name., 
Address 
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THE BUSINESS WORLD 





The New Aircraft 


“THIS year marks the tenth anniversary of the first 

flight of a jet-powered aircraft ; it will be remem- 
bered in future as the year when rearmament brought 
back to the aircraft industry the prosperity that it Tost 
at the end of the war. The annual air display at Farn- 
borough, the focal point of the aviation year, is being 
held this week in an atmosphere of excited interest that 
makes any attempt at critical assessment difficult and 
seemingly carping. But the display and its accompanying 
exhibition provides the most convenient stage at which 
the year’s progress can be reviewed. Most of the aircraft 
on show are in production, though several are being seen 
in public for the first time. This state of affairs is in 
marked contrast to previous displays, when prototypes 
far outnumbered aircraft actually in production. The 
aircraft exhibited this week re the nucleus of the new 
air force ; they represent the culmination of plans laid at 
the end of the war when contracts for their development 
were first given to the industry. By 1952, when the 
heavy jet bombers are expected to appear, the pattern 
will be complete. 


British supremacy in aero-engines, which dates from 
the late twenties and not simply from the debut of the 
gas turbine, has not always been matched by supremacy 
in airframe design. It is a new mark of the development 
of the aircraft industry that engine designers now 
acknowledge that the new airframes are the first since 
the war to be satisfactorily matched to their engines. A 
native British school of design has developed during 
this past decade, its distinguishing feature being a clean- 
ness and sweep rarely matched by designers of any 
other country. This feature has a more than aesthetic 
appeal ; it is of primary importance in high-speed flight 
and wedded to engine performance it accounts for the 
great interest shown by the United States army and 
aircraft industry in British designs. 


The Farnborough display leaves the strong impression 
that the leading companies of the year are Rolls-Royce 
and Vickers-Armstrongs. The Rolls-Royce Avon engine 
powers each of the new military jet aircraft. It is the 
standard engine of the new air force with the Armstrong- 
Siddeley Sapphire as its alternative. Vickers are putting 
three new machines into production: the Valiant bom- 
ber, openly described as an atom bomb carrier of great 
range and speed, with four Avon engines giving a com- 
bined thrust of about 30,000 lb. ; the Avon-powered 
Swift fighter ; and a new twin-engined 508-type fighter 
for carrier operation. Besides these types, the company 
has in production a slower carrier-borne fighter, a 
trainer, and the Viscount turbo-prop airliner. This 
versatility is not matched this year even by the Hawker 
Siddeley Group. The Hawker company itself, the rival 
of Vickers’ Supermarine works since Spitfire-Hurricane 
days, is putting the Avon-powered 1067 fighter into pro- 
duction. This has been built to Ministry specifications 
identical with those of the Swift ; competition between 
the two companies for fighter orders, it seems, has for 


once ended in a draw. The performance of the two 
machines is believed to be unequalled by that of any 
other fighter in production—a claim tha: cannot bh: 
judged solely by displays at heights of a few thousang 
feet, for these fighters will operate at ceilings of seven 
to eight miles. 1 


In the years since the war, the ordering of an aircraft 


has meant employment for the company responsible fo, 


its design and the likelihood of unemployment for the 
others. With the revival of rearmament, employment is 
being spread evenly over the industry through » highly 
developed system of sub-contracting. The Rolls-Royce 
Avon engine is being built in factories run by Napier, 
Bristol Aeroplane, and the Standard Motor Company. 
The Armstrong-Siddeley Sapphire engine will be built 
in the plant of a Hawker Siddeley company that once 
made pre-fabricated houses, The de Havilland Venom 
fighter will be built by Bristol Aeroplane. The English 
Electric Canberra bomber is being built by Handley- 
Page, A. V. Roe and Short Brothers. Orders for Meteor 
fighters have been distributed to other companies within 
the Hawker Siddeley Group. When production of the 
new bomber and the fighters is under way, this method 
of sub-contracting will be extended. In addition, there 
are specialised companies that make sections of aircraft, 
such as wings, for assembly by the big constructors. 

This system serves two purposes: it provides employ- 
ment for the resources and skill of companies that have 
no designs of their own ready for production ; and tt 
ensures the best use of the industry’s large assembly 
capacity. Although the aircraft construction programme 
is heavy, the industry is not likely to -be too heavily 
pressed for factory space. Only one new engine factory 
is being built from the ground upwards, and while fac- 
tory extensions and conversions may take place between 
now and 1954, no large-scale building programme \s 
necessary. Less, too, is being heard of threatened bottle- 
necks ip the delivery of tools and of materials. Tools for 
engine production lines are apparently arriving on time, 
those for airframe production are so much more simple 
that they have never causéd concern. The general short- 
age of nickel and high-duty steels has prompted members 
of the industry to express equally general fears about the 
adequacy of future deliveries to meet rising production 
but there are other grounds—and probably sounder ones 
than this—for questioning whether the industry will be 
able to fulfil the rearmament programme on time. One 
is concerned with production techniques and the other 
with labour supplies. 

Production of the new airframes involves no new 
techniques but the engine programme means are: 
into mass production a gas turbine power unit which 
the product of a branch of engineering that has no™ 
before been adapted to quantity production. This “* 
could result in production delays while tooling th 


niques are evolved for some of the more complicat 
components. Essential accessories, like fucl pumP> 
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icht } very short until the accessory suppliers were 
Reo ipt their plants to mect greatly expanded 
mand. Lhis journal has not escaped criticism for 
emphasising the diffieulties of producing the several 
‘yilion compressor blades a month that will be needed 
for the now engines ; but it is still the plain fact that 
wich a creat physical volume of blades involves pro- 
juction problems as yet unsolved. 

The dilemma of the moment is undoubtedly the 
labour. The number of extra workers-needed 


sup ly 

or the aircraft programme is not known with accuracy, 
but the most common estimate of an extra 150,000 may 
well be too low. The accompanying diagram shows that 
even if this total were enough, the modest rate at which 


the industry’s labour force has been expanding since 
rearmament started in mid-1950 will be wholly insuffi- 
cient to provide it. Fewer than 40,000 extra workers 
will have been recruited by the end of 1952 if there is 
no improvement in recruitment. Pressure varies from 
one company to another. Companies such as de Havil- 
land and Handley-Page, with factories near London, may 
find men easier to get than, say, Bristol Aeroplane, whose 
plants are in an area that is less densely populated. The 
labour problem in some other districts is not so serious 
that it cannot be solved by the building of a few extra 
houses or the attraction of workers from other occupa- 
tions. The industry no longer expects to recruit trained 
workers, and many of its heaviest demands for labour 
are for operations that involve littlesmore than elementary 
machine minding ; this explains the gradual transfer of 
certain plants to areas where there is no tradition of 
skilled engineering but where there is a supply of adapt- 
able and easily trained labour. In spite of these measures, 
the figures show that a grave and growing gap exists 
between the probable supply of fabour and a moderate 
assessment of the industry’s requirements. Many people 
in the industry assert that the gap cannot be closed by 
the unaided efforts of the industry, and the campaign 
r some form of direction of labour, which is certainly 
unpalatable and may also be inopportune, is gaining con- 
siderable support. The alternative appears to be to 
spread the construction programme over 4 longer period. 


f 


~ 


* 
© 

What of the future ? The British aircraft industry is 
this week receiving proper credit for its achievements 
in military and civil design and its whole pre-occupation 
is with expansion. This prosperity, which has brought 
back pride and self-confidence to what was a sadly dis- 
pirsted industry is being built on the foundations of a 
Tearmament programme that is due to end in 1954. 
Unless war has broken out by that date, the tremendous 
tempo of production for which the industry is now work- 
ing might be brought to a more or less abrupt halt, 
caving each company elaborately equipped, fully tooled ; 
heavily staffed and unemployed. 

This is a possibility that must be squarely faced. 
There will always be redundant capacity in the industry 
in peacctime.; but need there be as much as there was in 
1946 : Before the present emergency, exports of engines 
and of aircraft were becoming substantial. Parallel 
‘0 this growth in exports was the sale and licensing 
of British designs abroad.* The granting of licences 
has increased since commitments at home forbade the 
lurther export of complete aircraft ; the most impor- 
‘ant development here is to be found in the licensing 
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agreements made with the United States, from which the 
industry has gained as mugh in prestige as it has in hard 
cash. Many of the leading British engines, from the war- 
time Rolls-Royce Merlin piston engine to the untried 
Bristol Olympus jet, have been either licensed or bought 
outright for production in the United States. The same 
practice is now being followed in the licensing of British 
airframes. The licensing of the Canberra design in 
America could easily be the first of a series of similar 
design exports ; in particular, American interest in the 
Valiant has been very great and more than one American 
manufacturer would be prepared to negotiate for a grant 
of the Comet design if de Havilland were willing to part 





LABOUR FOR AIRCRAFT 
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with it. The sale of designs, however, will not keep 
British factories employed. 


Apart from the export of certain types of military air- 
craft to countries in Asia, South America and the Middle 
East, civil aircraft are the chief means of filling British 
factories in peacetime. Thus it may be that the industry 
will in a year or two have to face the prospect of em- 
ployment for a few and disappointment for the rest of 
the industry. The only big civil market is for machines 
like the de Havilland Comet and the Vickers Viscount, 
both with Rolls-Royce engines and both judged to be 
supreme of their class. Orders for these aircraft are now 
coming in slowly, but may expand more rapidly when 
the British airlines put them into scheduled operation 
within the next year. Because of the importance of these 
sales, the two companies will probably. find that their - 
civil building programmes will not be seriously affected 
by the pressure of military production. The turbo-prop 
version of the Handley-Page Hermes may have a promis- 
ing future, and the Bristol Aeroplane company is carving 
out for itself an important place in the helicopter 
industry. Bristol, together with Blackburn and General 
Aircraft, is seriously engaged on freighter design and 
production, for which there should be a fair civil market, 
and Bristol engineers maintain that the freighter type is 
the aircraft most suited for the new “tourist” class 
travel. © All these are secondary markets. This fact 
promises cold comfort for the bulk of the aircraft industry 
unless military customers can be found. [It is mot a 
wholly encouraging picture in this time of bright 
optimism. The Farnborough show has proved clearly 
that the British aircraft industry has designing ability of 
a calibre not surpassed in the world. It would be dis- 
appointing, indeed, if the industry’s commercial ability 
was not equal to the task of finding a world market for 
its products. pie 
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Fund and Bank 


N interesting contrast has been observable between 
the proceedings at this week’s meetings in 
Washington of the International Bank and the Inter- 
national Monetary Fund. The reports that have come 
from Washington, abbreviated though they have neces- 
sarily been, make it clear that a robust self-confidence 
has been thé keynote at the Bank meeting, while a 
certain amount of self-criticism and a note of apology 
appears to have marked the discussions of the IMF. 
This contrast is not surprising. The Bank, as shown 
by the record of its activities over the past year, is doing 
a full-size job and as such it received a commendatory 
pat on the head from President Truman in his inaugural 
speech at the annual meeting. If there is today any 
real substance in the President’s “Point Four Pro- 
gramme,” it is the lending activity of the International 
Bank that provides it. By contrast with this activity, the 
Fund in the past year seems to have been inert. 


The chairman of the IMF board of Governors, who 
this year is Mr Douglas Abbott, the Canadian Finance 
Minister, this week took up a defensive attitude from 
the first sentence of his opening address. He acknow- 
edged that during the year the Fund had engaged in 
only one new exchange transaction—a sale of {10 mil- 
lion of sterling to Brazil. For the rest, in accordance 
with its Articles of Agreement, the Fund has unwound 
some of its earlier business ; member countries have been 
repurchasing balances of their own currencies previously 
sold to it. At first glance, it might be felt that this 
inactivity of the Fund is a cause for gratification. In a 
classical banking structure, if the lender of last resort 
transacts no business, the implication is that there is 
stability and equilibrium in the money market. And 
in the mechanism for settlement of international balances 
of payments, the IMF is supposed to be in the position 
of such a lender ; its role is to give relief by furnishing 
the currencies in short supply when all other channels 
have proved inadequate to meet the need. Unfortunately, 
any such reassuring explanation of the inactivity of the 
Fund will not pass scrutiny. International balances of 
payments are far from enjoying that natural equilibrium 
in which the lending functions of the Fund would be, 
for the time being, necessarily inert. The main reasons 
for this inertia—apart, of course, from the limitations 
set by the Articles within which it works—must be 
sought in such developments as the conscious decision 
to withhold sales of dollars to European countries so long 
as Marshall aid was in operation. 


In Washington last week, there seems to have been a 
concerted attack on the policy of the IMF by members 
of the British Commonwealth—with Sir Leslie Rowan, 
a second-secretary of the British Treasury, as principal 
spokesman. The gist of his criticism appears to have 
been that the Fund’s resources should be used in a much 
more active manner for the purpose of international 
stabilisation and, in particular, that they should be used 
to minimise price inflation and price fluctuations and to 
ensure stability both of international exchanges and of 
balances of payments. This is a great deal to ask of 
the IMF ; and it has doubtless been remarked in Wash- 
ington that the request comes from representatives of 


member countries that have all along 
resentment of any suggestion for delegation of National 
autonomy to this or any other internationa| iNstitutiog 
There is a good case for demanding that the Fund should 
act more effectively as a provider of scarce currencies 
especially now that civilian aid from the United States 
to the rest of the world is dwindling to negligible pro. 
portions. But the remedies for inflation, for undesirable 
price fluctuations and for instabilities of balances of pay. 
ments, must be found by each member country con- 
cerned without any delegation of responsibility. The 
basis for such remedies must be laid in sound domestic 
financial and budgetary policy, and the governments 
concerned cannot evade their responsibility for taking 
unpalatable “action at home by appealing for new forms 
of relief from international bodies. 
* 


In this phase of inertia in the sphere of actual business, 
the work of the Fund has perforce been focused upon its 
supervisory, not to say hortatory, functions. Abundant 
evidence of work in these spheres is to be found in the 
latest report of the executive directors, as well as in some 
of the formal speeches made in open sessions of the 
governors’ meeting. As was to be expected, the Fund’s 
report has a great deal to say on the problem of world 
inflation and of the methods by which it should be 
countered. Since this inflation has been accompanied 
by widespread scarcity of essential goods and by violent 
swings in prices and in the terms of trade, the Report 
admits that some measures of direct control may be 
necessary; but it emphasises that “their existence 
involves a isk of uneconomic use of resources in the 
civilian sector.” The executive directors therefore firmly 
side with the orthodox, and rapidly spreading, view that 
“jin the face of a pervasive price increase caused by a 
generalised excess of effective demand, reliance should 
as far as possible be placed on monetary and fiscal 
measures in order to counteract inflationary tendencies. 
These sentiments, which must have received the approval 
of Britain’s representative in the Fund, scarcely har- 
monise' with the latest shift in British domestic policy. 


The executive directors have some harsh and effective 
comments to make on the suggestion that member 
countries should try to escape from the perils of inflation 
—in particular from those of “ imported ” inflation—by 
raising the exchange value of their currencies. The 
Report points out that many of the spokesmen of this 
school of thought are to be found in countries ge 
exchange rates are still supported by the crutches 
exchange control and discriminatory import and export 
licensing. The great majority of countries do not have 
strong and persistently favourable balances of paymeais 
maintained without the help of restrictions ; curren) 
revaluation, it is declared, would weaken their —. 
of payments further. The menace of world inflation @" 
for concerted deflationary measures. It cannol ™ 
countered by mere reversal of the tactics of the 1930S 
when, through competitive devaluation of their cut 
cies, the principal countries of the world tried [0 - 
the hardships of deflation but were successful in oing 


so only to the extent that they foisted them on their neigh- 
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pours. Indeed, the creation of the International Mone- 
tary Fund was itself due in no small méasure to the 
realisation that the world had been ill-served by the 
exchange policies of those years ; the executive directors 
now see in the competitive revaluation proposals an exact 
counterpart of those earlier and defective policies. 


The Fund report also replies at some length to the 
contention that, since no calculation of correct or natural 
exchange parities can be made in present circumstances, 
0 useful purpose can be served by attempting to impose 
rigid parities on member countries. Needless to say, 
this argument is attacked root and branch, since it strikes 
at the whole basis of the philosophy of Bretton Woods. 
The executive directors point out that “ there is no such 
thing as a natural level for the rate of exchange of a 
currency. 


The proper rate in each case will depend upon the 
economic, financial and monetary policies followed by the 
country concerned and by others with which it has important 
economic relationships. If the economy of a country is to 
adapt itself to a given exchange rate, there must be time for 

* the producers, sellers and buyers of goods and services to 


respond to the new set of price and cost relationships to which 

the rate gives rise. 
The report adds that when a rate of exchange becomes 
clearly inappropriate, the provisions of the Fund’s 
Articles are sufficiently broad to permit any necessary 
and justifiable changes in par values. It also points out 
in parenthesis that in the arguments for fluctuating rates 
there is generally the implicit assumption that some major 
currency will remain stable in terms of gold, to provide 
a point around which to operate the fluctuating rates. 


The problem of exchange restrictions has naturally 
figured prominently in the report of the Executive Direc- 
tors and in the deliberations in Washington. In March, 
19§2, as an article in these columns recalled a fortnight 
ago, all member countries that maintain restrictions on 
current payments are required by the Fund’s Articles to 
secure its assent to their retention. In its comments on 
this issue, the Fund keeps the flag of convertibility and 
nondiscrimination fluttering bravely. It “retains the 
conviction that, despite strong postwar tendencies 
towards bilateralism and restrictionism, there is much to 
be gained from the pursuance of trade and payments 
liberalisation and the reduction of discrimination.” More- 
over, President Truman urged in his inaugural address 
that no member of the Fund should use the pretext of 
tearmament to justify trade and-exchange restrictions not 
needed for defence. Mr Douglas Abbott was even more 
forthright, declaring that “ in certain cases members have 


een 
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not moved as rapidly towards achieving the aims of the 
Fund through the elimination of exchange restrictions 
and discriminations as their circumstances would have 
permitted.” The main target for Mr Abbott's shaft was 
evidently Britain ; the most effective defence against it 
was to let the facts speak for themselves. Sir Leslie Rowan 
accordingly pointed out that the sterling area’s dollar 
balance of payments for the third quarter of this year 
would be substantially in deficit. This, he said, 
would prove the contention that the dollar and gold earn- 
ings of the sterling area in the first and second quarters 
were abnormal, so that Britain was not yet in a position to 
lift exchange restrictions. 
* 


On the highly controversial subject of gold, the Fund 
report sheds little. additional light. It refers to the 
decision of the Executive Board last March, when it 
declared that the existing arrangements and practices of 
several countries that sell their gold at premium prices 
“are no longer a satisfactory basis to implement the 
Fund’s gold policy.” This subject was still under investi- 
gation when the Annual Report was prepared. Whatever 
may have been said about the problem of premium gold 
sales in Washington has evidently been uttered discreetly 
in closed sessions. There have been reports from Wash- 
ington that the Fund may relax its stand against free sales 
of gold in the world’s markets, but any such arrangements 
are unlikely to involve more than the extension to all gold 
producing countries of the special facilities accorded ‘to 
South Africa. The one definite statement about gold 
that has emerged from Washington has come from Mr 
John Snyder, Secretary to the US Treasury, who affirmed 
that he saw no reason to change the oft-repeated view of 
the United States that its own official price for gold 
should remain unchanged at $35 an ounce. 

In contrast with the somewhat fevered and con- 
troversial agenda of the- IMF, the proceedings at the 
meeting of the International Bank for Reconstruction and 
Development seem to have been peaceful and con- 
gratulatory. The Bank’s report covers a year of record 
achievement, a year in which 21 loans, totalling the 
equivalent of $297.1 million, have been made to 11 
countries. These activities, now recounted in the Bank’s 
report, have already been traced in repeated comments 
in these columns as they occurred. A more interesting 
aspect of the report is the account of the Bank’s activities 
in the field of technical assistance, in response to the 
obvious fact that, in the development of underdeveloped 
countries, it is more often the lack of trained personnel 
than of capital resources that provides the main obstacle. 
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The Bank has in consequence sent out a number of 
specialised missions to study specific aspects of the 
development programmes of the countries with which it 
-has been concerned, It has arranged study groups or 
seminars in which specialists from member countries 
have exchanged views with the staff of the Bank. It has 
sent Bank staff to member countries for extended periods 
to help in carrying out specific development projects. 
Finally, the Bank has participated in the first of a series 
of training institutes designed to acquaint government 
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Some this work has already yielded fruit. Tye 
of the survey missions to Colombia, Turkey, Guatemak 
and Cuba have been published, a report on Iraq is da 

complete, and further survey missions to Ceylon a 
Surinam are being organised. This is real spadewor, 
which it is to be hoped will merge more and more ig 


mately with the similar work being done by the 
Commonwealth countries towards the Colombo Plan 


; Business Notes 


Riposte to Persia 


Dr Mossadegh’s “ ultimatum,” by decisively confirming 
the breakdown of the negotiations with Persia, gave the 
signal for a firm counterstroke by the British Treasury. It 
was announced on Monday evening that certain special 
financial and trade facilities previously extended to Persia 
were to be withdrawn forthwith. The official announcement 
emphasises that these measures are neither reprisals nor 
sanctions ;.and, although the Persians will doubtless think 
otherwise, there is substantial justification for this conten- 
tion. Throughout the period of British exchange control, 
Persia has been accorded a privileged status in its relation- 
ships with the sterling area and the British system of inter- 
national payments, a. status reflecting the importance for 
Britain and the sterling area of the supply of Persian oil— 
“sterling” oil. The dollar-saving value of this oil for 
Britain was the means of securing for Persia quite unusual 
facilities for use of the sterling payments mechanism and 
for access to the British market. Persia was not only admitted 
at an early date to the select circle of “ transferable account ” 
countries, giving it freedom to buy and sell in sterling 
throughout this area as well as the sterling area, but also 
enjoyed a special right to convert its sterling balances into 
dollars—a privilege not normally available to countries out- 
side the sterling area. This right of convertibility was 
subject only to the provision that the dollars were needed to 
buy essential goods not available “on equal terms ” within 
the sterling area—and it is understood that in practice this 
condition was not enforced at all rigorously by the British 
authorities. In effect, therefore, British trade with Persia 
was tantamount to “dollar” trade—a situation that was 
emphasised by the fact that Britain gave Persia especially 
favourable access to supplies of certain scarce goods in the 
British market (notably sugar, machinery, steel manufactures 
and yehicles and locomotives). Finally, Persia’s sterling 
balances, now estimated at about {15 million, have long 
been protected by a gold valuation clause. 

Since these special facilities were the quid pro quo for 
the receipt of “ sterling ” oil, and the flow of oil has stopped, 
most of the privileges are being withdrawn. Under the 
Orders made this week, the facility*for conversion of Persian 
sterling into dollars is suspended, and so is the right to buy 
scarce goods in the United Kingdom. The supply of such 
goods has been cut off by the revocation of outstanding 
export licences. These measures follow in strict logic from 
the stoppage of oil supplies, and the Treasury states that the 
suspension of dollar facilities makes it necessary for all pay- 
ments of sterling to or by Persia to be made subject to 
specific Treasury sanction. This device—which, if utilised 
to the limit, would impose a complete blocking of Persian 
balances—is to be used also to ensure that Persia cannot 
employ sterling facilities to further any plans it may ho 
to mature for selling its oil direct. The strict logic of the 
Treasury atgument is not readily apparent here, but the 
action itself is unquestionably justifiable—even if the justi- 
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fication is measured merely by the direct 105s of dollars jg 
which Britain is being involved in the effort to secure alter. 
native supplies of oil. In any case, the Treasury d 


} 
: a declares 
that this power to stop Persia’s use of sterling will normally 
be used in such a way as to allow all transactions excep 


those involving dollar convertibility or oil. The “ intention 
is to limit the harm which has been caused to the United 
Kingdom economy by the actions of the Persian Govern. 
ment ”’—and the measurescan be revoked whenever Persia 
makes possible a solution of the oil dispute. These measure 
may not be sanctions, but they show that a big stick is no 
far out of sight. The next move is up to Dr Mossadegh—a 
‘his successor. 


* * * 


Confusion and Dividends 


Confusion about dividend control becomes weekly more 
confounded. The draftsmen cannot be enjoying themselves 
as they proceed with the bill. As for the investor, there is 
little light that he will gain from the Treasury’s latest pro- 
nouncement. After recently praying in aid the Capital Issues 
Committee to make sure that new ordinary shares are not 
issued on generous “rights” terms that might create a 
loophole by which control could be partially avoided— 
piece of Pooh-Bah departmental expediency that is of the 
most dubious character—the Treasury has this week ket 
fall the fact that wholly owned subsidiaries will be exempted 
from the provisions of the bill. This is not so much a com 
cession but simple common sense. It remains to be sect, 
however, whether it goes far enough, for there are many 
cases, even in the biggest industrial groups, where there 
remains some small residual public interest in companies that 
are, for all practical purposes except the Chancellor’s, wholly 
owned subsidiaries of the parent concern. The sensible 
flexibility that is offered to wholly owned subsidiaries wil 
it seems, be denied to others where a dividend increas 
substantially accruing to the parent company for furthet 
distribution within the terms of the act-to-be would have os 
incidental effect of putting a few pounds (less tax) into the 
pockets of a few individual shareholders. 7 

It is, at any rate, good to know that the Treasury, withost 
giving any individual “ rulings,” has been turning over m . 
mind the merits. of cases where the prescribed divides 
standards “ might be inappropriate ”—the exampi¢s te 
are where a holding company has been interposed whos 
standard is smaller the company acquired and “4 ee 
cessful family or similar business where profits had for | 
most part been ploughed back” that has recently exer 
public company. The Treasury statement also discloses © 
note has been taken of the case of rubber sone 
“ deriving their income from properties in the Far East oe 
have been overrun by the enemy.” No mention !s ™ ae 
certain tin — jes that have been in the same Pre 
ment. is there any reference to the submissions ma 
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A housewife 


in Melbourne 


goes shopping ... 





And an exporter here in Britain wants to know all about 
what she buys. He wants other information as well, for 
the success of his Australian export venture may depend on 
it. Many shrewd British exporters consult the Bank of 
Australasia which is in constant touch with all aspects of 
life in Australia and New Zealand. The information 
available at the Bank is accurate and up-to-date, it can be 
relied upon absolutely. Please call at, or write to, either 
of the addresses given below. 


THE BANK OF AUSTRALASIA 


LIMITED 
Manager : G. C. Cowan 
Head Office: 4 Threadneedle Street, London, E.C.2 
Strand Branch: 263 Strand, London, W.C.2 (Opposite Australia. House) 








Ploughs, shillings and pence 


“What is the import duty off petrol-driven ploughs in Chile?” 


was a question recently fired at us by one of our clients 
who had been asked to tender for an important contract. 
At our finger tips was an extract from a Chilean decree 
mailed to us from one of our branches and stating that 
agric:ural machinery could now be accepted in Chile free 
of duty. We were also able to quote the exchange rai ¢ that 
would apply. This prompt information helped our ‘client 
'o subnut a quotation weeks ahead of his competitors. 
The advantages of being here and there 

As the only British Bank with branches throughout Latin 
America, we can offer you special services—either direct or 
throuch your own bank. ‘These services are set out clearly 
. concisely in our leaflet “ The advantages of being here 
and there’, 


2 We shall be glad to send you a copy on 
appli ation to:— 


The Research Department 
BANK OF LONDON & SOUTH AMERICA LIMITED 


‘lead Office: 6, 7 and 8 Tokenhouse Yard, London, E.C@e 


Brad rd: 19 Sunbridge Road Manchester : 36 Charlotte Street 














The Gateway to India 


Businessmen need go no further than London to find the 
key to the gate, for the National Bank of India can provide 
all commercial banking facilities needed for trade with the 
subcontinent of India. Moreover, the Bank’s specialized 
knowledge of this area and of East Africa can be of great value 
to those interested in-developing trade with these territories. 
Enquiries are welcome at Head Office and branches. 

A comprehensive banking service is 

available at the Bank’s branches in 


INDIA PAKISTAN CEYLON BURMA KENYA 
ZANZIBAR UGANDA TANGANYIKA and ADEN 


NATIONAL BANK OF INDIA 
LIMITED 


Head Office : 26 Bishopsgate, London, E.C.2. 
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aoe CO FF EE: The earliest 


witness tothe tonic effect 
» of coffee was possibly an 
s¢ Arabian goatherd who 


noticed that whenever 


4 
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- e diate and remarkable. Greatly Hh ae 
me, daring, he ate a handful of the ..%»,° 
ef berries and found the effect so 
: exhilarating that he ran non-stop to 
» his village to break the news of his 
ma discovery. 

Although the popularity of 
coffee was well established by the 
> middle of the nineteenth century, 

Be it was only at the beginning of 
<S* the twentieth that Kenya Colony 
began to grow it. To-day Kenya 
specialises in the arabica variety 
which is the finest quality grown. §_ 

Full and up-to-date infor- * 
mation from our branches in Kenya 





on the coffee industry and on + <8 
general market conditions in the $* 
Colony is readily obtainable from Y 
our Intelligence Department. ( 






BARCLAYS BANK : 
(DOMINION, COLONIAL AND OVERSEAS, 
54 Lombard Street, London, E.C.3 
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HE element tin has been known and used since the 


century B.c. alloyed it with copper to make mirrors, and pletior 
‘ ; < ehne! 
Homer tells in the Iliad how Hephaestus, the god of Fire, Son 6 
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from the moors and streams of Cornwall was the one famous head 
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tin oxide— Nowev 
. * * . > . wo-th 

“ cassiterite ’—is still mined in Cornwall today, but most ame 


used tin to decorate a shield for Achilles. 


product of Ancient Britain. A _ natural 
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of the world’s supply comes from alluvial deposits in ad tc 


Malaya and Indonesia and from ores mined in Bolivia ~The 
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4 September 3rd by the British Overseas Mining Associa- 
pe which stress the damage to new mining enterprise and 
Production that dividend control would cause. 

| The three Rhodesian copper companies in the Selection 
sist group have taken the lack of law on dividend control 
-o their own hands, and in doing so have caused a stimu- 
bing breeze in the market. The directors of Mufulira, 
Roan Antelope. and Rhodesian Selection Trust preface their 
‘ecjarations of increased “ second.interims ” on their com- 
nies’ new capitals with the straightforward comment that 
snce no legislation governing dividend limitations is in 
byistence, they should proceed on the basis of declaring 
vidends in respect of the past year to the extent that they 
ould have done had no suggestion of statutory dividend 
‘mitation been made.” If dividend limitation becomes law, 
at of the dividends now declared will have to be regarded 
«advances on account of future years. But it is not yet law, 
ad it is difficult indeed to quarrel with the directors’ reason- 
wg: they have already been poorly rewarded for their 
cision to keep their companies registered and controlled in 
his country by being fenced in by Section 36 of this year’s 
inance Act. 

* * * 


Fawley on Stream 


Like the new Margam steel plant opened two months 
bo0. Esso’s refinery at Fawley—which was to be opened by 
the Prime Minister some hours after this issue went to press 

has a more than simply practical significance in the indus- 
trial development of this country since the war. Fawley 
ristles with superlatives, as befits the largest oil refinery in 
Europe ; but it has another affinity with Margam, for it 
emains only one among a number of massive new installa- 
tions in its industry’s development programme. Its com- 
rietion marks a decisive stage in the maturing of the British 
refinery programme, It is also the largest single manifesta- 
tion of American participation in British postwar industrial 


evelopment ; this influence no doubt had something to do 
vith the fact that the refinery was completed four months 
ahead of schedule, in just over two years. The British con- 
ibution in materials and equipment as well as men has, 


iowever, been greater than Esso originally thought likely ; 
wo-thirds of the materials that have gone into the refinery 
ame from Britain, though the major refinery units, such as 
fhe catalytic cracker, the pipe stills and the Edeleanu plant, 
bad to be obtained from the United States. 
The practical importance of the plant, however, needs 
tte emphasis. Setting a date at which a refinery can be said 
0 de “ open” is a somewhat arbitrary business ; by the time 
pi the official opening this week, the pipe stills had been in 
Peration lor several weeks, but the “cat cracker” will not 
lart working for a week or two. By the end of the year, how- 
vcr, the refinery is expected to produce 2,000,000 tons of 
‘troleum products from Middle East crude: the annual 
apacity ol the present units is rated at some 5,500,000 tons, 
) be brought up to 6,000,000 tons in 1952-53 by the addi- 


7 of plant for the production of tractor fuel and lubricating 


Esso’s catalytic cracking plant at Kawley is the first to be 
‘mpleted in Britain: four others, being constructed by Shell 
; Anglo-Iranian, should be completed by the end af. 1952. 
Nese units will be of much the same ca city and type, 
wit 1,250,000 tons annually, ‘using a “ fiuid powdered 
patalyst : the catalyst normally used is a mixture of silicon 
id aluminium oxides, either combined artificially or in the 

ral combination found in certain clays. This combination 

‘lerates the breakdown of the chemical structure of the 
esta and at the same time es the formation of 
* quality motor spirit and valuable gaseous fractions. 
i cracking provides greater gasoline yields froma 
~~ et type of oil than thermal cracking, and produces 
‘mally a higher octane spirit. Fawley, which is designed 
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essentially for the production of high grade motor spirit, will 
for the present adjust its highly flexible pattern of output 
from the distillation and cracking units to produce the single 
standard grade of petrol. Next year, with the other “cat 
crackers ” coming into operation, there will be considerable 
technical arguments for using these modern units to produce 
the highest grades of motor fuel—as Shell’s cracker at Pirnis 
in Holland is doing already. The problems imposed by 
events in Persia and Korea, however, will presumably set the 
timing of Government policy upon this question and upon 
the reintroduction of branded petrols. 


* * * 


Lubricants from Coryton 


The Vacuum Oil Company’s refinery at Coryton on the 
Thames is a more specialised adjunct to the British refinery 
programme, for its emphasis is on the production of lubri- 
cating oils. The project is a joint undertaking of Socony- 
Vacuum and Powell Duffryn. Vacuum Oil was formerly 
Socony’s British selling agency, but when Powell Duffryn 
sold the Coryton oil storage and blending business of its sub- 
sidiary, Cory Brothers, to Socony, it acquired in return a 
half interest in Vacuum Oil, 


The capital cost of the Coryton project is put at about 
£10,000,000, a proportion of which has been provided by 
the Finance Corporation for Industry, and the plant is due 
to come into operation at the beginning of 1953. It differs 
from most other British lubricating oil plants in not operating 
on “topped ” crude, that is, crude oil from which the light 
motor and diesel fractions have already been removed. 
Certain types of crude from Pennsylvania and to a lesser 
extent Venezuela and Texas, are peculiarly suited for lubri- 
cating oils, while others, notably Middle East crude, lack 
certain constituents necessary to produce the full range of 
lubricants that the market needs. Because of these differ- 
ences in the physical composition of the crude, there is a 
considerable import of finished lubricating oils and of topped 
crude for further processing into lubricants from the Western 
Hemisphere. The accompanying table gives some indication 
of the trade in lubricating oils. 


Propuction AND CONSUMPTION OF LUBRICATING OILS IN BRITAIN 
(Million Gallons) 








Total consumption ........ | 152-3 | 156-7 | 173-9 | 183-0* 
Home production.......+.. 84-0 90-2 92-0 104-0* 
Imports :-— 
DMM cbt tebe 6644 nANSe 85-1 86-4 72-7 | 120-0 
United States ........., 66-2 79-0 62-7 95-0 
Netherlands W. Indies ..| 18°5 7-3 9-9 21-0 





* Provisional 

The Coryton plant is to operate on Middle East crude 
alone, and will use about 18,000 barrels a day. This means 
that the refinery will work up the light fractions of the oil 
as well as the heavy lubricant fractions and Vacuum will for 
the first time undertake the re-forming and marketing of 


motor spirit and diesel oils. Socony’s own design of 


catalytic cracker is being built to get the maximum motor 
spirit yield but the distillation process that initially separates 
the crude oil fractions is designed with the needs of lubricant 

roduction as the first consideration. This should give 
Vecouin closer control over its lubricant feedstock than would 
topped crude. On the other hand, the composition of Middle 
East crude imposes certain limitations on the range of lubri- 
cants that can be supplied from Coryton. Vacuum will still 


have to import refined lubricating stocks from the Socony _ 


lants in the United States for blending with the Coryton 
[obelcétite. The company has two blending plants at 
Birkenhead and in Wandsworth where this process will be 
carried out. : 


a 
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Railway Wages 


The three railway unions have rejected the offer of the 
Railway Executive, and their claim now goes to the Railway 
Staff National Tribunal, which meets next Tuesday. All 
three unions, railwaymen, footplate staff, and salaried staff, 
presented a joint claim for a 10 per cent increase for all 
grades, which would cost about {£19 million in a full year. 
The Railway Executive’s offer would have involved about 
half this sum, and itself could have been provided only by 
a further increase in charges. But it was essentially different 
in character from the unions’ all-round demand, in that the 
increases offered were greater for grades where the shortage 
of labour is most acute. The minimum weekly rate would 
have been raised by 4s. 6d. to 107s. but for locomotive and 
permanent way staff the increases offered by the Executive 
would have provided a differential that would have assisted 
the recruitment of staff in grades where they are urgently 
needed. Thus it represented an attempt to meet the men’s 
case—which on several grounds was a reasonable case—and 
at the same time to’ go some way towards restoring the 
differentials that have been reduced by the more rapid 
advance of wages in the lower grades. 

The Executive’s offer puts on record its desire to use 
‘wage incentives to bring train crews and permanent way 
gangs nearer to normal strength. Whether the National Tri- 
bunal will be responsive to this principle, and whether its 
findings will be accepted are two important matters that have 
yet to be disclosed. The Executive, it will be noted, has 
made no attempt on this occasion to associate the question 
of wage increases with productivity. This feature of the 
February award, in which a promise “ to discuss” the more 
effective use of labour was associated with the wage increase 
then imposed on the Executive, has not justified the hopes 
that were placed on it. There has been agreement about van 
guards and “ knockers-up,” but none on lodging turns. The 
channels of discussion remain open, but nothing seems likely 
to flow through them. 


* - * . 
Hope and Coal 


One of the few encouraging signs that have begun to 
appear in the coal industry in the last few weeks is the way 
its new chairman talks about production. It is the. harder 
work of the miners, certainly, that has provided the evidence 
for Sir Hubert Houldsworth’s confidence and this greater 
hope is still heavily qualified. Though the men in the 
industry are steadily falling in numbers, they have raised 
200,000 tons more than last year in each week of the past 
month. Words are easier to produce than coal. But it would 
have been easy and safe for Sir Hubert to join the chorus in 
the dirge that has been chanted over coal this summer: and 
it may be a good thing for the morale of the industry that he 
has chosen not to. 

Even a continuance of the better performance of the last 
month, however, would not provide the “safe” stocks of 
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18 million tons by the beginning of the coa/ 
ber, assuming that consumption in the ne 
at something like the level of fast year. Inland consumption 
may well be 7,000,000 tons higher over the fy} year : ye 
already risen by 5,000,000 tons over that in the « V5 It has 
tHe same per} 
of 1950, at the expense of parlous cuts in coal ex Period 
Europe. There is a disposition to accept the — : 
Britain as a major exporter of coal with some com ma s 
and it is certainly true that without some turn in m ned 
of manpower and production the present low level of sy 
can hardly improve. But it is impossible to over-em nae 
the damage that this failure is doing to Britain in Euro x 
economic relations, and the need for early results tom 
technical developments that Sir Hubert Houldsworth so oft, 
mentions is no less pressing for exports than for use at home 
Imports for this winter are still being canvassed: but there ; 
a feeling in the industry that the Government, having delayed 
its decision so far, simply could not get the coal shipped i 
time. 

Since the end of April the industry has lost 5,000 mer 
and since mid-May it has lost 2,300 from the coalface. Afe 
the welcome’ but brief increase of the winter and spring 
the manpower graph of the industry seems to have resumed 
its secular decline. Up to this week the National Coal Board 
had brought 662 Italian workers for the mines to Britain: 
543 were still learning the language, and 112 had reached the 
coalfields, mainly still in training ; very few are as yet work- 
ing underground. For the moment, the Board’s intentiog; 
seem to be limited to bringing in about 1,000, and the present 
difficulty of placing the Italians is already begitning to affec 
the numbers it can take from Italy. Sir Geoffrey Vickers 
some weeks ago spoke of the need for possibly 5,000 Italians 
that was being frustrated by the unwillingness of many 
mining lodges to accept the foreign miners ; at the present 
rate of arrival, considering the capacity of its reception and 
training “ pipeline,” the Board could hardly have brought in 
half that number by the end of this year. Nevertheless, 
rank-and-file mining opposition, most exactly measured in 
Yorkshire but evident to varying degrees throughout all the 
four divisions most seriously in need of manpower, is hamper- 
ing this method of reinforcing mining manpower. Though 
the National Union of Mineworkers is giving what officul 
assistance it can in this direction, some of its leaders some- 
times speak in a way hardly calculated to improve the willing- 
ness of their members to receive the newcomers. 


XC SIX Weeks ryp; 


* * . 


Lancashire and Japan 


When Sir Raymond Streat, chairman of the Cottoa 
Board, said in. Holland this week that although Japanes 
cotton exports were still only half their prewar volume, they 
now accounted for 20 per cent of the world’s trade in cotton 
goods, he was expressing a concern that has been current 
Lancashire for many months. Japanese output and expor’ 
have been expanding rapidly this year and—more important 
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ki», WHEN vou Buy fish *” 
you may buy MEN°S LIVES 


“ One Hull fisherman as illustrated here was washed 
.\overboard and caught in his own net. Hewas rescued— 
or but every year others are injured, maimed, drowned. 


Hi The deep sea fisherman deserves everything that you 
~<é help give him when you help the Deep Sea Mission 
Vj —first aid, nursing, cheerful canteens; comfostable 

beds, woollen comforts, opportunities for worship. 
Won't you help in this great work and send a contribu- 
tion, or a request for the free pamphlet “ Danger their 


Write for FREE PAMPHLET Companion”’, to the Secretary, 


“Danger their J. W. DONALD— 
Companion’”’ 


DEEP SEA MISSION 


ROYAL NATIONAL MISSION TO DEEP SEA FISHERMEN 
74, R.N.M.D.S.F. House, 43, Nottingham Place, Londen, W.! 


























ANNUITY RATES 
HAVE BEEN IMPROVED 


Ask for particulars of :— 
IMMEDIATE. ANNUITIES 
ANNUITIES payable for a fixed period in any even! 
ANNUITIES in connection with Pension Schemes 


NATIONAL PROVIDENT INSTITUTION 


FOR MUTUAL LIFE ASSURANCE 
— ESTABLISHED 1835 — 























48, GRACECHURCH STREET, LONDON, EC# 
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A New Zealand Barrister is glad to get this Tobacco again. 
He used to smoke it with great enjoyment in the good old days. 
\eithddatstins telceestinsicainsnaeetia N.Z., 1950. 


“I am very glad to find it possible to get this Tobacco again. I used to smoke it 
wich great enjoyment in the good old days when there were no restrictions, and I have 
gussed it.” LS qatedeinnnvess cncessccssecenstrsoeesysesscenes Barrister. 

EG RS Sap VASO CR ORO DP N.Z., 1951. 
“The parcel of Tobacco referred to in your letter arrived in good order. I must 
mgratulate i on the manner in which it was packed.”’ 

jiididela te. wava ahs Cabinkn abbpliusndin cetentenetinows Barrister. 


The original letter can be inspected at, and further enquiries 
addressed to, Barneys Sales Bureau, 24, Holborn, London, E.C.1. 


Smokers abroad can arrange for regular personal despatches. Ex-Bond 
and British Duty Free, in 2-Ib. parcels, to many lands, but not as yet 
to all. 

* Punchbowle (full, Barneys (medium), and 
Parsons Pleasure (mild). ome Prices, 45d. oz. 


(324) John Sinclair Ltd., Manufacturers, Newcastle-on-Tyne @ 








How much time is 
wasted in your offices 
through lack of inter- 
departmental contact? 





The RELIANCE Loudspeaking Telephone Service 
facilitates intercommunication between executives and 


departments. 
\ : 
A flick of a switch and your staff is at your elbow and‘in 


touch with each other. 


Queries are settied without staff leaving their desks or 
the P.O, switchboard being overloaded with internal 
traffic. Complete conferences are possible by throwing 
two or more keys. 


Here is real economy and real efficiency. 


May we send you full particulars—without obligation of 
course. -Write for leaflet T.E.5. 
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PROFESSIONAL 





TELEPHONE COMPANY L” 


(A subsidjary of the General Electric Co. Ltd.) 


im PARKER STREET, KINGSWAY, LONDON, W.C.2. 
* Chancery $341 (P.8.x) Branches throughout the United Kingdom. 


THE RELIANCE 





39.47. 


es 























re vr 























Sueueds For 
Founded in 1816, we 
Ry are today a Group of 
nist? Companies each eminent 
in its own field.. The theme of 
our business is the manufac- 
ture of metering equipment 
and domestic apparatus for the 
users of Gas, Electricity, Liquid 
Fuels and Water. 
By the variety of our products 
we have acquired great tech- 
nical experience and versatile 
With 
these we adapt our operations 


mechanical resources. 


to the changing needs -of “a 


Working Capital £1} million 
..- 3,000 


strenuous age. 
Factories ... 13, totalling 
17 acres of working space 


ps0 


PARKINSON & COWAN 
GROUP OF COMPANIES 


PARKINSON & COWAN (Gas Meters) LTD. 
Gas Meters & Industrial Plant & Street Lighting Equipment 
THE PARKINSON STOVE CO. LTD. 
Gas Cooking & Heating Appliances 
PARKINSON WATER HEATERS LTD. 
Water Heaters 
MEASUREMENT LIMITED 
Electricity Meters & Remote Control Apparatus 
Water Meters & Hydraulic Equipment 
ASPEC (LONDON) LTD. 
Industrial Clock Movements & Extreme Precision 
Instrument Components 
MONITOR ENGINEERING & OIL APPLIANCES LTD. 
Liquid Fuel Burning Appliances, Thermostats, Taps, 
prayers, etc. 
ROTOPLUNGE PUMP CO. LTD. 
industrial Pumps 
THE METROPOLITAN LEATHER CO. LTD. 
Tanning & Treatment of Leather for Diaphragms, 
Clothing & Sundry Trades 
PARKINSON & COWAN GROUP EXPORTS LTD. 
Export Trade in the Group’s Products 
PARKINSON & COWAN GROUP TRANSPORT LTD. 
Operates Group Road Transport 
MEASUREMENT ENGINEERING LTD. (New Zealand) 
Overseas Company 
PARKINSON & COWAN SOUTH AFRICA (PTY.) LTD. 
Overseas Company 


Employees 


Head Office : 
PARKINSON & COWAN LTD., TERMINAL HOUSE, 
» GROSVENOR GARDENS, S.W.! 
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There is a purposeful ring in the air of a Newton Chambers 


engineering shop. For here men work with a vigour, a 
sureness of touch, and a sense of pride which betoken a 
skilled team. In this same place have worked the fathers 
and grandfathers of present-day craftsmen, and here, most 
likely, will work their sons and grandsons. And everything 
that leaves these workshops carries with it this spirit —this 
background, At Newton Chambers every present-day develop- 
ment rests on the sure foundation of 158 years of hard-won 


experience. 


Newton Chambers 


& COMPANY LIMITED, THORNCLIFFE, SHEFFIELD 


€ 


HEAVY CONSTRUCTIONAL ENGINEERING, EXCAVATORS, INDUSTRIAL 
AND DOMESTIC HEATING APPLIANCES, FUEL ECONOMISE RS, IZAL AND 
OTHER CHEMICAL PRODUCTS 
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Foresight on blue ¢ |<. 


LONG BEFORE THE PAPER was ima 
news appears Albert Robbins* had all the info: ; 
In charge of the giant grindstones which red, 
the only groundwood mill in the United K: 
group of Bowaters’ mills in Kent—part of Ro)! 
that the wood is ground to give exactly the 
manufacture of good paper. Every few minut 
from the watery pulp flowing from the grin 
examines them on a blue glass under a strong | 
Robbins’ skill and practised eye depends the sa‘ 
of the newsprint machines. 








Drawn by » HOMSON, R.A 
The hum of the grinders drowns the cries of the gulls 
wheeling over the mud flats of the Thames Estua: | the sirea 
blasts of distant ships. Thoughts of his hobbies—t) « orment, 
football team and the bowling green—do not distra ; eaped 
As he chats Robbins’ eyes and ears are alert. Fo: of the five 
great paper-making machines at Kemsley consu: ne 10, . 
spruce trees every weck—the raw material of : nt for te 
free press of the democratic world. 
THE BOWATER PAPER CORPORAT! LIMITED 
GREAT BRITAIN + CANADA * AUSTRALIA * SOtrTH APRICA © | as ae 





* Fictitious name for a veal characier. 
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_the emphasis has shifted from the export of grey to that 
of printed cloth. The Cotton Board's statistical review 
cows that in twelve months since the limitation of 4,000,000 
spindles was lifted from the Japanese industry, the number 
af spindles installed has risen from 3,885,000 to 5,055,000. 
The output of piesegoods averaged 461,900,000 square yards 
in the first quarter of the year compared with a quarterly 
wverage 0! 385,500,000 square yards in 1950, and the second 
quarter's output is expected to be even higher. This rising 
output is being reflected in Japanese exports, which rose from 
3<6 mill on square yards in the first quarter to 342 million in 


the second. By the middle of- the year, one-third of these 
exports « insisted of printed piece goods compared with only 
a quarter in Jume, 1950. The percentage of grey cloth 
exports has fallen im the same period from 46 per cent to 
23 per cent 


In the first half of 1951, Japanese exports to Britain, which 
consist largely of grey cloth, and provide one of the founda- 
“ons for the finishing industry, represented less than 40 
million yards out of a total Japanese export of nearly 600 
million square yards. Meanwhile, British merchants in 
London supplying Empire markets are. getting more and 
more Japanese samples, the majority of them of much higher 
quality than before the war, at prices 25 to 30 per cent lower 
than those of the equivalent British goods. The steady 
growth in the volume of goods coming from Japan can hardly 
be said to have taken Lancashire by surprise, but there is 
no sign that it has amy new policy with which to meet it. 
The cry of protection against cheap labour, which is voiced 
equally by Ministers and by some spokesmen for the 
industry, is certainly not the answer. 

* * ~ 


Slightly More Steel 


Steel output is beginning to reflect the benefit of the 
larger imports of iron ore that have been coming in for the 
last two months: but*it is still well below last year’s level. 
August production figures, published this week, show that 
an annual rate of 13,8§§,000 tons of ingots and castings was 
maintained, compared with the July rate of 13,317,000 tons ; 


but this compares with August output in 1950 at the annual, 


rate of 14.530,000 tons. Pig iron output in August was at 
an annual rate of 9,409,000 tons, rather lower than in July 
but higher than in August last year. Stocks of scrap, 
imported ore, and home ore at steelworks are beginning to 
rise ; but there seems little likelihood that they can be built 
up to the levels held at the ends of 1949 and 190. 

Mr Gaitskell’s request in Washington for an allocation of 
800,000 tons of steel next year was to be expected. What- 
ever the final level of production attained this year, the cut 
in supplies of German scrap—to some 30,000 tons a month, 
as It now appears—must curtail output next year, and throw 
all the greater pressure upon supplies of home and imported 
ore. Steel allocation, to be introduced in December, may 
tend to limit non-essential demand: but now that the rearma- 
ment programme is gathering pace, “ essential ” demand for 
steel may well be ahead of supplies early next year. Imports 
from America are now about 3,000 tons a month and consist 
of certain special types. A more direct form of assistance 
from the American steel industry to Western Europe, it may 
be noted, would be the import by American steel producers 
of less ore from the sources that normally supply European 
steel producers. But given the present state of steel demand 
in the United States—domestic requirements are being cut 
and some opposition is being raised to larger exports for 
Europe—this second form of relief does pot seem likely to 
Materialise as yet. 

* > * 
Trend of Employment 


The total working population increased during July by 
39,000, of whom 2§,000 were women. The steady increase 
in the working population during this year continues a trend 


“nce 1948, which is described in the annual report of the 
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Ministry of Labour for Jast year. In 1950 there was an 
increase of 218,000 in the total working population, of whom 
127,000 were women. From the middle of 1948 to the end 
of July of this year there was an increase of 462,000 in the 
total working population from 22,904,000 to 23,366,000, the 
bulk of the increase being accounted for by women, of whom 
there were 306,000-more compared with-156,000 more men. 
The numbers of young peop!e entering employment remains 
low because of the low birth-rate in the 1930's and is unlikely 
to incréase significantly until about 1957. 

For the first time during this year the total of registered 
unemployed rose between 16th July and 13th August. In 
mid August the total was 204,900, representing 1 per cent 
of the estimated total number of employees. Of the 19,000 
increase, however, 13,700 were summer school-leavers who 
normally swell the August figures. In the development areas, 
Scotland, Wales and the Northern. area, the unemployment 
rate ranges between 1.9 and 2.3 per cent. Among the princi- 
pal changes in civil employment in July was the loss of 1,000 
more workers from colliery books. The textiles industries 
are also losing workers. Three thousand were lost in July, 
compared with 4,000 in June and 2,000 in May. Here also 
there was a gain in the early months of 1951, but now the 
numbers, at 1,030,000, are below the end-1950 figure. The 
metals, engineering and vehicles industries also lost workers 
as in May and June. There has been a seasonal gain in 
agriculture and fishing, as in June and significant gains in 
transport and communication, public ddministration, pro- 
fessional and miscellaneous services, and food, drink and 
tobacco.. Thus in spite of the increase in the numbers of 
the working population there have been losses in the basic 
industries and gains where the need is not urgent. In metals, 
engineering and vehicles this is offset by some shortage of 
materials. Nevertheless, labour is not moving where it is 
most urgently needed. 

* * * 


The Deficit Grows 


Any hope that the trade deficit might be on the point of 
improving received a sharp setback last month. The pre- 
liminary trade figures for August show a deficit. even larger 
than those for July. The adverse balance of {128.4 million 
brings the deficit for the first eight months up to the extra- 
ordinarily high figure of {807.7 million. In the correspond- 
ing period of 1950 it was only {270.2 million; in 1949 
£290 million, and ‘1948 £321 million. These figures tend 
to exaggerate the true deficit in that imports are calculated 
c.if. and exports f.o.b. But the trend they reveal is far 
from satisfactory. Exports showed a fair increase in value 
during the month from £231.8 million to £239.8 million in 





TRADE TRENDS (f mn.) 














Exports | Imports | oa, 
Gob) | (cif) | arefic 

Average Jan.-March ............ 204 -6 283-0 78-4 
pg pepper ys eerie re 241-2 311-5 70-3 
SS eRe Peet Teor ee Tete TT 241-2 338-0 96-8 
te eer Err See ay rrr ee ey 208 «6 357°5 148-9 

) eer ees he ereerryyes 231-8 358-5 126-7 
pn Speers ares eye erp rete 239-8 568 -2 128-4 








August, while imports were also increased from £358.5 
million in July to £368.2 million in August. Both the July 
and August trade figures compare poorly with those for May 
despite the improvement of the terms of trade up to July. 
Imports in August are often high, and this year are believed 
to have been augmented by purchases for defence purposes, 
particularly from western E countries. At this stage, 
it can only be hoped that the trade deficit for the whole year 
will not reach the alarming figures suggested by the deficits 
for August or for the eight months to date. 

Imports may be reduced in future months as a result of 
Governmental limitation, but the main shortcoming is that 
the rate of exports is not sufficient. Coal exports are perhaps 
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the most obvious failure, but manufactured exports are not 
adequate. Workers are again being lost from the textiles 
industries and apart from pottery no other consumer goods 
industry has shown that its exports can be expanded and the 
full effect of rearmament has still to fall on the engineering 
and vehicles industries. 

. . * 


The “ Air Coach ”? 


The International Air Transport Association had on the 
agenda of its annual general meeting that was held in London 
this week, the first serious inter-airline discussions on the 
introduction of “ coach-class ” air travel at reduced fares. No 
airline can alter the fares that it charges on any of the recog- 
nised routes without the consent of IATA, and a body of 
this kind is by its membership pre-disposed to weigh very 
carefully any such reduction. During recent years a grow- 
ing body of opinion in the aircraft industry, as well as among 
airline operators, has come to the conclusion that a really big 
reduction in fares is the only way by which air transport can 
be put on the broad popular basis that offers its only prospect 
of solvency. In their reports published last month, the two 
nationalised. and subsidised British airlines both came out 
strongly in favour of the introduction of a dual tariff. 

Tourist air travel is commonly described as “ austerity ” 
travel ; this phrase brings to mind the strictly functional lack 
of amenities of a troop transport, but it would be much better 
to compare standards in the “air coach ” to travel in a road 
coach as distinct from an express with restaurant and other 
amenities. Except for the free food and drinks, the 
benefactions that the airlines have pressed on their passengers 
in an attempt to attract them from other operators do 
not add to the cost of operating the aircraft; but food 
is more costly and needs space for carrying and eating 
and stewards to serve it. The economic argument for the air 
coach is to put to use older aircraft that are sub-standard 
only by comparison with the latest types and to carry more 
passengers in them, thus spreading their flying costs over a 
greater number of tickets. The test of “ first” and “ second ” 
class would thus depend particularly on seating density and 
this in turn would depend on the duration of the flight. 

No aircraft is permitted to fly above the maximum all-up 
weight specified by its designers. Therefore if it were sought 
to carry More passengers on an aircraft already at the maxi- 
mum load, the permissible weight of fuel and freight would 
have to be correspondingly reduced. A tourist class airliner 
crossing the Atlantic might for this reason need to re-fuel at 
both Iceland and Gandar. Under present regulations the 
passengers must be disembarked while the fuel is pumped, 
and there would need to be a delay of up to an hour for each 
re-fuelling stop. The fare, however, could be reduced from 
£242 to £180 for a return ticket. 

* * * 


Ups and Downs in Tin and Rubber 


The little flutter in the rubber and tin markets that 
attracted public attention last week has died down. Tin at 
one point (a week ago last Thursday) reached almost £1,000 


a ton; it is now only {£930 a ton. After many false 


reports, it has been officially confirmed that the United 
States has signed a provisional 30-day contract for Bolivian 
ore at $1.12 a lb. (£896 a ton), including smelting charges. 
The contract can be extended up to 90 days and the price is 
subject to revision. A joint mission of the State Department 
and the Reconstruction Finance Corporation (which is re- 
sponsible for the Texas smelter) is at present studying current 
costs of producing tin in Bolivia. If it is satisfied that the 
provisional price is too low, the new price. will be paid on 
all shipments after May 31, 1951, when the last RFC con- 
tract ended. Once this study of costs has been completed, 
the American authorities are expected to sign a long-term 
contract with Bolivia. In the United States, however, a 
long-term contract usually implies one of twelve months 
duration. In view of the speculation about what the new 
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price for Bolivian ore might be, it is not Surprising 
the price of tin in the London market hoverire 8. @ 


£930 and £1,000 a ton. vering betweeg 
The interest in rubber last week arose from the imni; 
tion in a report of a Senate sub-committee tha a arg 
piling authorities had not been buying sutficien; lene 
rubber. The price rose from 3s. 8d. to 4s. 2!d. 3 jh Pe 
‘week. It has since dropped back to 3s. 11d. 4 |b The oe 
still no indication from the United States that the oe ; 
buying for the stockpile will be increased. Fo; some st Ms 
past, the authorities have been more concerned with oe 
than with supplies and unless the political rh ee 
deteriorates suddenly, this policy is unlikely to be dosed 
On the other hand, it seems very probable that the contro! on 
the use of natural rubber for civilian purposes in the United 


States may be relaxed next year. This view is supported no, 

only by certain unofficial reports, but also by the fact that 

the production of synthetic rubber is now reaching the lini: 

of existing capacity. If total rubber consumption continyes 

to rise, the additional supplies will have to come from the 

natural rubber producers. 
* ” * 


Supplies of Copper 


The copper strike in the United States has been 
temporarily settled. An injunction against the strikers wa 
secured last week under the Taft-Hartley Act, and most 
of the men have now returned to work. The Kennecott 
Corporation has meanwhile reached agreement with its 
employees to increase the hourly rates by 15 per cent, and 
no doubt other copper producers will follow this lead. The 
question now arises whether, in consequence of this wage 
increase, the official price of copper in the New York market 
will be raised. At present two prices exist in the United 
States: 244 cents a lb (£196 a ton) for domestically pro- 
duced copper and 273 cents a Ib (£220 a ton) for copper 
produced from imported concentrates. The market may 
well take this opportunity of establishing a single price again, 
namely 273 cents a lb. The Ministry of Materials selling 
price of £234 a ton was already higher than the American 
export price of 27} cents a Ib to allow for British purchases 
at free market prices. On Thursday, however, the Ministry 
reduced its selling price by £7 to £227 a ton, because for 
the time being it will cease to buy at prices, exceeding the 
American export price. 

The strike has had little effect on copper supplies outside 
the United States, although some go per cent of American 
output was brought to a standstill. The release of 25,000 
tons from the American stockpile was sufficient to prevent 
any immediate shortage, and if the strike had been prolonged 
no doubt further releases from stocks would have been made. 
But the present balance between supply and demand for 
copper is so delicate that it could be easily upset. For that 
reason, the copper-lead-zinc committee of the International 
Materials Conference has been considering for some months 
the feasibility of allocating copper among participating 
countries, and quotas for the fourth quarter of this year in 
expected to be announced shortly. Most of Britain s supp 
are covered by contracts with Rhodesian and Canadian pr0- 
ducers, and these contracts are unlikely to be affected M 
any action taken in Washington. But international —_ 
might well prevent the Ministry of Materials trom = 
supplies for its stockpile from outside sources, and this w - 
seem to be the inference of the Ministry's recent ee 
to reduce its selling price. Is British stockpiling aa 
stopped or will it be continued at the expense of cur 
consumption ? 

* * 
Optimism of British Lion ; 

Financial success in film-making is too closely bit 
up with the quality and fortunes of individual yen 
one company to reflect the industry’s general eg f a Film 
more often adversity—very closely. But British 4° 








THE ECONOMIST, September 15, 1951 






The answers a Menroe 


. MONROE 


A eG UH Ae kN eS 

MACHINE COMPANY LIMITED 

10-11 ALBEMARLE ST., LONDON, W.1 
GROsvenor 7541 





Our future is worth while 


My Prudential ‘Heritage Endowment’ policy meant adjusting 
my personal budget: not much, just a little more care over 
the odd shillings. But the future is worth while—worth some 
small personal sacrifice. You see, at 65 I shall draw a large 
cash sum to augment my State pension. If I die within twenty 
years from the date I took out the policy, my family will 
receive an immediate cash payment, a regular income to help 
them over the difficult years and then a final cash payment. 
if | die after the 20 years but before 65 an immediate cash 
) payment is available. 


. Aut the man from the PRUDENTIAL 
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If you must get letters and reports out on time—contact 
the Emidicta people and ask them to come along and 
demonstrate as soon as they can. 

With Emidictas you won’t have typists spending hours away 
from their typewriters— Dictation is brought to them. They 
have more time for typing! ‘ 





* 


The EMIDICTA is a pro- 

duct of the E.M.1. Group 

(His Master’s Voice, Marconi- 

phone, Columbia, etc.) past- ¢ 
masters in the art of 

recording and sound 

reproduction. 


* 





| To E.M.I. Sales & Service Lid. 


Emidicta Division, Dept. 28, 363-367 Oxford Street, London, W.1 
Telephone Mayfair 8597, Grosvenor 7127/8. 


| Please arrange a demonstration, 


Name . 





| 
Please send descriptive brochure. | 
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TODAY 


This profusely illustrated 
booklet, issued by the Bank 
of Montreal, contains 100 
pages of information about 
Canada, her people, indus- 
tries and natural resources; 
and provides facts and 
figures for the business- 
man, settler and tourist. 

A copy will be sent free 
on request. 





BANK OF MONTREAL 


47 Threadneedle Street, London, E.C.2 
Head Office: MONTREAL 
Over 570 branches throughout Canada 
Assets Exceed $2,000,000,000 


Incorporated in Canada in 1817 with Limited Liability 
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ASK THE MAN 
WHO KNOWS 
Business men and ‘bankers who have ted 
Australia or New Zealand will tell you tha: che best 
medium for facilitating trade with those countries 
is the Bank of New South Wales — |arves 


commercial bank there. 
You are invited to use our specialist services 


through your own bank. 


BANK OF 
NEW SOUTH WALES 


ESTABLISHED [817 HEAD OFFICE, SYDNEY, AUSTRALIA 


LONDON OFFICES: 29 Threadneecje Street, E.C2 
and 47 Berkeley Square, W.! 


(TNCORPORATED IN NEW SOUTH WALES WITH Limit LIABILITY) 
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Informatio y 


AUSTRALIA= 


British business firms can materially 





U 


benefit by information based on reports 
from 600 branches and agencies through- 
out Australia. 

For details of this service write to the 


Information Department of : — 


THE NATIONAL BANK 
OF AUSTRALASIA LIMITED 


7, Lothbury, London, E.C.2 


Incorporated in Victoria, Established 1858 


Other London offices at 
Australia House, Strand, W.C.2. and 8, Princes Street, 8.C.a. 
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If a burglar th ks you are 


y-cat( hes 


keeping valuables at home he won’t let win 
stand in his way. You can entrust your 
important documents to the sure protection 
Bank Private Safe Deposit. Write or call i 
describing this invaluable service. 


LLOYDS -BANK LIMITED 
Private Safe Deposits 


72 Lombard St., E.C.3. | 91 Newington Causeway, SEL 
185 Baker Street, N.W.1. | 39 Piccadilly, W.!. 
Berkeley W.1. | 40 Victoria St., 8.W.1 
1-3 Holborn Circus, E.C.1, | 27-28 Whitechapel Hix 
I picester, | irerpool, 


+ Huddersfield, ! - 
Also of Brena arg om Bristol, —_ oo Nottingham and Torquay 


llery and 
fa Lloyds 


a leaflet 
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. as one of the largest companies in the industry 
: linked with cinema ownership, may give some 
i ore Lis. results this week would seem to confirm the 
aiid :pression that the internal economies carried out 
ny producers, in conjunction with the external assistance that 
mo Government has been providing in the past two years, 
we » the production side of the industry into a 
‘ter state of health. 
‘ish Lion results would not justify more than very 
otimism, Once again the directors have had to 
‘eir estimate of losses likely to be incurred on 
oleted on or before March 31, 1949—this time by 
nal £798,219 on top of the £1,388,797 already 
On the year’s trading the company made a net 
(19,384; but with the extra provision mentioned 
the accumulated loss brought in of £1,142,990, 
irried forward amounts to £1,921,825. 
mpany’s investments in film productions are now 
[3,03 against £3,956,772, reflecting the amount 
written off ; and there has similarly been a slight decrease 
‘n indebtedness to bankers and “ others” (among whom the 
largest creditor is, of course, the Government’s National 
Film Finance Corporation). Bankers’ advances have dropped 
from {1,494,881 to £1,178,701 ; advances from “ others” 
have increased from £3,202,884 to £3,429,055. The 
Nationa! Film Finance Corporation loan of £3,000,000 is 
due for repayment this autumn: in the review published 
with the balance sheet the chairman, Mr Harold C. Drayton, 
makes no reference to amy arrangements discussed between 
the company and the Corporation. He is able to tell 
shareholders that several of the films released last year 
ng successful, and will contribute profits to the 
company this year and next, while the Eady schemes, given 
a fairly steady continuance of business, may bring British 
Lion an extra £§00,000 a year for the three years from 
August 5, 1951. Given the present burden of loss, the 
company has little interest for investors. A film is unlikely 
to earn profits for a year or more after it is completed, so 
that the internal economies the company has been carrying 
through will not bear fruit for some appreciable time. 


* * * 
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Britain's Prewar Liabilities and Reserves 


The Treasury and the official statisticians deserve con- 
gratulation for their efforts in recent years to present steadily 
more comprehensive estimates of Britain’s external balance 
of payments and the trend of external reserves and liabilities. 
The latest, and very welcome, contribution—presented for 
the benefit of the many economists and others who try to get 
a reliable long view of such trends—sets out (in Cmd. 8354) 
juarterly figures of Britain’s gold holdings -and half-yearly 


Yea le ay 


figures of external liabilities for the war- years and for the 
prewar period extended back to 1931-32. Some of the 
data for 


or these periods has been published previously, but 
never before has it Been possible to observe an uninterrupted 
series. Now, in effect, the Treasury presents aggregates of 
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in recent years in the half-yearly White Papers on the Balance 
of Payments, are not strictly continuous in the statistical 
sense. ‘This is true even of the new information, since the 
figures of external liabilities for the period 1931-41 are based 
on different material from those more systematically collected 
subsequently. For this reason, the scope of the figures is 


somewhat narrower than that of later estimates, and the. 


broad geographical classification does not align with the 
quite detailed breakdown that is now available. There is 
a similar, though less significant, break in the series on gold 
reserves, since until the outbreak of war the total gold hold- 
ing was divided between the Bank of England and the 


UK RESERVES AND LIABILITIES 
(Year-end Figures: / million) 
UK External 


Geld and Liabilities 


Dollar British 

Reserves* [Empiret Total 
SORA 5 40 get rap ewacnns’ 171§ 195 41] 
fn ESSE Sb eb ey re 206 246 468 
ee Set Pepe ee er: 372 275 538 
cp RES LEE ER RT ERT COS 415 316 580 
RO cin nid hale ts hanna chews 493 346 600 
BE i sea sid Pee ao See ka 703 358 721 
RESP ES ee Pet eee 825 387 808 
BESS ERS ae eee 615 339 598 
SE Seon Ghai s sods wodaeaal 545 362 517 
a aS are AE SSE Reger 108 544 680 
SPUR SAO Ce Ca vies uwaiaens a 141 924 1,170 

Sterling Area 

ERR ie > AUR 141 665 1,272 
Sg PE NE a me 254 987 1,642 
en A PEC E RT Se oper eS Ee 457 1,433 2,350 
oe EES Pe Lanes 601 1,914 3,015 
Sey? heer are 610 2,454 5,688 
MPU S6s boas aati Cina ees 664 2,417 3,747 
Df oe rE eee ere ee 7 512 2,288 3,985 
BN asa eek ese ss ache 457 2,361 3,822 
BE Naar Wa was 6 ices c wes 603 2,352 4,001 
OS Ie ee reer e 1,178 2,734 4,333 
Pt Rape pO ane ee oe 1,381} e* 


* At values current at each date. Excludes Bank of England 
holdings after 1939, since when the amounts have been negligible. 
t Includes mandated territories and Egypt. {At June 30th 
§ Figure shown in Bank of England return of December 30,19 31, 
re-valued at market price on that day. 

Exchange Account, whereas since September, 1939, virtually 
the whole of the gold has been concentrated in the Account. 
These qualifications should be borne in mind when examining 
the accompanying table, which assembles, for yearly intervals 
only, the salient portions of the data over the whole period. 

One of the most striking facts that emerges is the extent 
of the growth of external liabilities in the pre-Munich phase. 
Between 1931 and énd-1937, the total liabilities rose by 
nearly {£400 million, and slightly less than half this inflow 
comprised British Empire balances. In the subsequent two 
years of approaching war, no less than £266 million of the 
foreign money was repatriated ; over the same period Empire 
balances dropped by only £25 million. It should be noted, 
too, that these annual figures do not reveal the full extent 
of the strain upon Britain’s gold in the opening phase of 
the war. In the six months from end-December, 1940, the 


virtually all the data on these matters that it has at its reserves dropped from {£108 million to only £65 million—and 
disposal, since much of the relevant information was not all but a tiny part of that small holding was earmarked against 
collected at all until after the work of the Macmillan Com- immediate debts, so that the barrel was indeed being scraped. 
mittee in 1930-31 and the creation of the Exchange Equalisa- Thereafter, Lend-Lease gave relief, and the gold reserve was 
won Account in 1932. Naturally, the 20-year series, now steadily replenished, principally because of the large expendi- 
obtainable by linking the new figures with those published tures of American forces stationed in British territories. 
Company Notes 

Furness Withy.—The very satisfactory earnings “ have been very largely offset by £1,191,822 on ships building; in addition 
nuevern of record profits by Furness violent increases in operating expenses and the liability im respect of uncompleted 
beens ind the company’s dividend policy, inordinate delays in port”; indeed im the shipbuilding contracts was {5,106,177 
Nnich ga. rise to am imteresting question past financial year 1,299 ship days have been on April 30th. The ships are, of course, 
of ‘Merprevation of the White Paper on lost through “ industrial disputes and kindred worth a great deal more than this ; indeed 
qvidend -ontrol, were discussed in The occurrences.” £11,618,590 has been written off first cost 
ars! on August 18th. The chairman’s The chairman, Ernest Murrant, in the last four years alone. Such figures 
““ement throws a fresh light on the advance provides a thorough analysis of the whole as these indicate the magnitude of the 
2 Profits, ‘or it shows that although gross problem of ship replacement. Furness burden of replacement at present costs. Sir 
oe ngs in the shipping industry have been Withy’s combined ficet account stands at Ernest drives the moral home by pointing 
ma higher level in secent months, these £19,824,940, including payments oof out that if one-twentieth of the fleet were 
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replaced each year, it would cost at current 
values some £3,500,000 a year. The recent 
rise in steel prices will increase these 
replacement assessments still further. The 
relief given by the Chancellor which permits 
the application of initial allowances to ships 
ordered before the date of the budget state- 
ment is Welcome so far as it goes—which is 
not very far. Since high construction costs 
and the high level of taxation are likely to 
be with the industry for some time to come, 
no shipping lines chairman—or shareholder— 
is likely to regard this concession as being 
enough, 


Years to April 30, 


1950 1951 
Consolidated Earnings :-— t £ 
Beadine MOGt. < . vccscadeeascs 4,369,467 4,646,996 
Pwtal imoome,. ......ececis 4,795,407 5,009,581 
Depreciation ...... 1,966,780 1,969,165 
laxation . a Se Ary. : 938,514 774,895 
Group earnings for ordinary stock 753,569 943,673 
Ordinary dividends .. 264,000 291,575 


Ordinary dividends (per cent) .. 8 9j 
Retained by subsidiaries ~ 436,886 
Added to carry forward. 52,683 25,295 


~ 


Cons. Balance Sheet Analysis — 


Shipping property, etc., less de- 

preciation . 18,914,957 19,824,940 
Debtors . 2,233,091 2,925,009 
Cash, etc... 6,736,895 6,311,125 
Reserves 13,648,461 13,788,098 


Ordinary capital (a) 6,000,000 6,000,000 


fl ordinary stock al 34s. Gd.xd yields {5 7s. per cent. 
(2) Includes subsidiaries’ holdings £743,715 (£1,004,029) 


There are, however, some factors in 
Furness Withy’s favour. The recent earnings 
record of the company—as indeed of the 
whole shipping industry—is encouraging. 
Secondly, some 46 ships out of a fleet of 70 
have been built during or since the war ; 
Furness Withy’s fleet is thus comparatively 
new, so that part at least of the replacement 
problem will not arise for a few years. 


Kelsall and Kemp.—The painful reversal 
of the fortunes of Kelsall and Kemp caused 
by the fall in wool prices and the revalua- 
tion of stocks at market instead of cost price 
was discussed in a note in The Economist 
of September Ist. The full accounts add 
a few more details about the circumstances 
that have transformed a group trading profit 
of £410,964 into a loss of £14,596. Group 
stocks appear at 1,488,013, against 
£1,004,076, an increase that prompts specu- 
lation about their original cost and the burden 
of revaluation. The fact that the group 
borrowed £801,818 from the banks last year 
must be primarily due to heavy stock 
commitments. The chairman, Mr J. N. 
Walsh, suggests that while the severe fall in 
wool prices has been “ generally attributed ” 
to the cessation of US stockpiling, “it has 
unquestionably been. accentuated by ‘con- 
sumer resistance to the purchase of woollen 
goods at the imevitably high prices which, 


Years to June 30, 
1950 1951 
Consolidated Earnings :-— 

Trading profit 


t £ 
410,964 Dr4,596 


Depreciation .......... 34,460 34,409 
Taxation .... Seas ace dae 164,953 22,140 
Parent company’s net profit.... 142,016 Dr.52,09% 
Ordinary dividends . . thee 6 43,512 57,444 
Ordinary dividends (per cent) .. 17h 124 
General reserve... ....... cece 60,000 Dr.60,000 
Added to carry forward........ 3,304 Dr.37,242 
Cons. Balance Sheet Analysis :— 
Fixed assets, less depreciation 442,773 463,007 
Net current assets............. 1,193,635 923,571 
Stokes 5. <. feat 2 1,004,076 1,488,013 
eles 5£6> ck eck hue ; j ? 297,166 210,537 
ReeMVGS. oss «inns. Maple tae 747,676 489,140 
idinary capital............... 450,000 450,000 


7 


{1 ordinary stock at 37s. Gd.ad yields {6 13s. per cent. 


however, never reached replacement cost.” 
It was a fear of short-time working that 
prevented the directors from cutting wool 


purchases drastically and Mr Walsh now 
draws attention to two factors which add 
to the difficulties of maintaining a skilled 
and trained labour force. These include the 
high labour mobility of European volunteer 
workers and the attractions that employment 
in the armament industries holds out to 
labour, particularly to women workers. 
These comments, however, hardly lessen the 
pertinence of the question whether the best 
adjustment to “highly competitive condi- 
tions” that a firm can make is to hold on 
to its labour force whatever is the cost in 
terms of short-run losses. And there is no 
consolation to be found in Mr Walsh’s 
remarks that: “trading at the time of 
writing is at a standstill. Confidence has 
completely disappeared and consumer resis- 
tance continues to be world wide.” It is 
hardly surprising that the £1 ordinary shares 
are now a difficult market at 37s. 6d. 


* 


international Tea.—Recovering from its 
1949-50 trading setback, International Tea 
has achieved a new record turnover and an 
increase in group trading profits from 
£1,700,907 to £1,817,917. Increased prices 
have made a substantial contribution to this 
new record, but the volume of sales has been 
greater than ever. 


Satisfaction with these results will, how- 
ever, be somewhat tempered by the cautious 
tone of the chairman’s statement. Mr Frank 
Wilson points out that while costs are 
increasing “gross profit percentages” in the 
grocery trade are contracting. Furthermore 
the burden of financing stocks, which have 
risen from £3,954,410 to £4,651,767 in the 
latest year, is becoming more and more 
onerous ; in consequence “reserves, large as 
they undoubtedly are, are used almost to the 
limit in financing our essential day-to-day 
needs.” The chairman then admits that the 
appropriation of some £150,000 to group 
general reserves is “quite insufficient” to 
meet all requirements in these days of 
mounting costs. The directors had, therefore, 
decided—-before the publication of the White 
Paper on dividend control—against increas- 
ing the ordinary dividend, which has been 
maintained at 16 per cent since 1947, 
Further evidence of the inflationary problem 
is to be found in the appropriation of 
£140,000, against £152,000, to a “ reserve for 
improvements to premises, replacement of 
plant, etc.” 


Years ended 
April 29, April 28, 


1950 1951 
Consolidated Earnings :— £ ft 
Trading profit... 1,700,907 1,817,917 
Rotel wine, es oes cc sees 1,709,004 1,820,965 
Depreciation ......... ake aaa 172,406 203,750 
Taxation Sp eee Dome te Sarge er 677,085 878,306 
Group earnings for ordinary stock 295,702 . 297,048 
Ordinary dividends ............ 136,400 132,138 
Ordinary dividends {per cent) .. 16 16 


Added to group general reserves 


and carry forward........... 159,302 164,910 
Cons. Balance Sheet Analysis :—~ 
Fixed assets, less depreciation .. 5,106,452 5,161,305 


Net current assets 3,591,470 4,305,299 
DiS i oS os Page eed 3,954,410 4,651,767 
COR. ci Fixes s ps une oe. 444,951 g 

4,861,207 5,663,535 
1,550,000 1,550,000 


5s. ordinary stock at 16s. 3d. yields £4 19s. per cent. 


Rash optimism about the future is there- 
fore out of place, but the earnings record of 
the company and its reasonably strong 
financial position are such as to prevent 
undue anxiety. The company is enjoying 
some success with the establishment of self- 
service stores and is planning to add to their 
number: The final outcome of this policy 
will be awaited with some interest, but Mr 
Wilson’s statement includes a reminder that 
the backbone of the business is still’ the 
“service” branches. 
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SECURITY PRICE 
YIELDS 


| 
British Funds | Price, Pp, 
and iSept. 5,/Sep 
Guaranteed Stocks | 1951 ] 


4 


War Bonds 24%... Ws 101 


Mar. 1, 195 
War Bonds 2$°,...' 101 te 
Mar. 1, 1952-54 
Exchequer Stk. 24°, 101} l 
Feb. 15, 1955 


War Bonds 24%...| 1028 1 
Aug. 15, 1954-56 

Funding 22% :..... 1023 10 
June 15, 1952-57 

Nat. Defence 3°... 103} 
July 15, 1954-58 

War Loan 3%... 10444 1 


Oct. 15, 1955-59 
Savings Bonds 3%. 9743 
Aug. 15, 1955-65 | 
Funding 24%%...... | 95 
April 15, 1956-61 


September 15, 1951 


19 


Funding 3% ....... 94} } 
April 15, 1959-69 
Funding 3%....... 44 4 


Aug. 1, 1966-68 
Funding 4% ....... 103%] 
May 1, 1960-90 | 
Savings Bonds 3%.| 92% 
Sept. 1, 1960-70 


Savings Bonds 24°, 9 3 


May 1, 1964-67 
Victory Bonds 4%.| 1034 1 
Sept. 1, 1920-76 


Savings Bonds 3%. 89% 893 


Aug. 15, 1965-75 


Consols 4% ....... 98 971 


(afterFeb. 1, 1957) 


Conversion 34% ...| 
(afterApr. 1, 1961)! 
Treasury Stk. 2%. 64 i* 64° 


(after Apr. 1, 1975) 
Treasury Stk. 3°. 155° 
(after Apr. 5, 1966) 


Treasury Stk. 34%. 95} 95 


June 15, 1977-80 | 


} 

Redemp. Stk. 3%%.. 825° | 823° 
Oct., 1986-96 

War Loan 34%....| 87§ | 8 
(after Dee. 1, 1952) 

Consols 24% ......| 65° 65}* 

Brit. Elect.3°% Gtd..| 90}* 903° 


April 1, 1968-73 
Brit. Elect. 3%, Gtd.. 
Mar. 15, 1974-77 | 


Brit. Elect.34°% Gtd.| 96} 96} 


Nov. 15, 1976-79 | 


} 


Brit. Tpt. 3% Gtd..; 854% 83] 


July 1, 1978-88 
Bnt. Tpt, 3% Gtd.. 
April 1, 1968-73 


Brit. Gas Gtd. 3%...) 834 8 


May 1, 1990-95 | 


Brit. Gas Gtd. 3$%.| 984% 8 A 


Sept, 10, 1969-71 | 
Brit. Iron & Steel 


a a uce pele 6 o 6-6 94) 94} 


_ Feb. 15, 1979-81 


(e) To earliest date. (f) Flat 
(mn) Net yields are calculated 
9s. 6d. in £. 


y 


(s) Assumed average 
> 


Ex divid 

“Div. Be. 

Paid, | Div. 
ae 
Mths. | Years Stocks 

to | to | 
26/7/51 26/7/52! 

% ) % 

60 | ... jAnglo-Am. 10 

30 | 3 ‘Anglo-Iran f1 


20 | 17% |Assoc. Elec. 41 
27h | 25 
35 | We ‘Austin 5/-.. 


25t 23-4t\Bass f1 .....-. 15 
40. | 20 m'Boots 5/-. 2¢ 
10 | 9. (Br. Celanese 10 
20 | 20 ‘BaOxygen{1l.. % 
123 | 12) (Coats {1..-....) 59 
11k} 93 (Courtaulds {1.. 48 © 
22; 21} Distillers 4/- ..., ¢ 
17 16} (Dunlop £1. 66 
12 11} [Ford {1......-, 57/0. 
20 jGen. Elect. f1.. 92 ' 
32 304 \Guinness (1 143,9 


32h 84 m Hawker Sid. 5 
12 ll ‘Imp, Chem. /1 





‘Lanes. Cotton £1 
; it {Lever #1 ...--- 
15 | 15 (Lon. Brick {1.. 
5 654 m Marks &Sp.A5 
16 | IP. & O, Def. £1, 
25 \P. Johnson 10/-.| 
12h¢| 9+ 7t\“Shell” Stk. £1.) 
25 25 |Tube Invst. {1.! 
17§ |T. & Newall £1. 
10 9 /|Union Castle {1 
50 U. Sua Betong {1 
Vickers {1...- 
‘af | iWoolworth 5/- . 
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Statistical Summary 


EXCHEQUER RETURNS 


sttember 8, 195], 
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total ordinary | 
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Pog vainst ordinary expenditure of | 
r "va to sinking funds £710,000, in- 
. E ations of £8,720,000, the surplus 
29 1951, is £21, 746,000 compared with 
; ) for the corresponding period of 
pINARY AND SELF-BALANCING REVENUE 
AND EXPENDITURE 
— Receipts mto the 
Exchequer 
(¢ thousand) 
” April 1, April 1! Week | Week 
oe 1950 1951 fended | ended 
ee? ae to Sept. | Sept. 
Sept. 9, Sept. 8] 9, | 8, 
1950 1951 1950 | 1951 
i 
. s 47504 352,244 404,021] 8,004; 10,021 
& OOOk 32,300 32,800 900 800 
‘0008 81,350! 87,600) 3,300, 2,800 
O00] 21,800; 28,200 800 1,000 
100,620 136,30@ 7,800: 7,600 
7,100 600 . 
O00; 50 6m .. es 
50 2,555 151 75 70 
400] 598,019 690,496! 21,479: 22 291 
Oo] 381,219 428,163 16,768 22,236 
‘ 00g 514,400 542,800) 4,190, 3,795 
, 1000] 695,619 770,963 20,958) 25,031 
00} 10,029 11,602 $27 399 
OOK 10,488 9,238 l 8 
0,000§ 30,974 57,500, . : 
0. (Ne 5, 400 4,700 6,400 Dr 300 200 
; 600) 3,750 4,000 
7,0008 16,533 18,980) 8,766; 8,695 
0008 32,925 25,245) 6,216 6,641 
640031403038 1594424) 57,547) 63,265 
’ - 
( 179,431§ 70,400 76,700} 4,000: 2,400 
PI 4 AK 4,339 2,355 165 171 
4420731 1477777, 1673479 61,712 65,836 
Issues out of the Exchequer 
to meet payments 
(¢ thousand) 
: es April 1, April 1! Week | Week 
: 1951 eof 1950 1951 jended | ended 
iin te to to ~ se i Sept 
Sept 9. Tt. 8, ' 8, 
reo | 1950 951 | 1980 | | 1951 
Det 535,000] 231,717) 231, 3,460} 3,811 
frelane $8,000] 15,949 16,089 1,281) 1,361 
s. 1 11,000, 4,173: 4,42 a ac 
584,000] 251,839) 252,508 4,746 5,172 
x *542564011051267 1311451] 49,000) 51,100 
r *4009640H1 303106 1563959 53,746) 56,272 
i 8,113 8,726 380 710 
Bal. Exy 4 09 401311219 1572679, 54,126 56,982 
; 179,431] 70,400 76,70@ 4,000 2,400 
BPI 4,900) 4,339 2,35 165 171 
419397 111385958 165173 58,291 59,553 
lhon of the margin for Supplementary 
ea in the Budget (£160 million). 
~ Exchequer balanees by £177,529 to 
mae ther operations for the week increased 
‘ bt by £2,109,991 to £26,382 million. 
5 f RECEIPTS (¢ thousand) 
ne Facilities) Acts, 1919 and 1921.. 8 
i Honalsation Act, 1946, s. 28(2).. 1,397 
i seqvisiona) Act, 1950,8.3 ....... 183 
= UA: a 66 sia vebegamee ss Dewebaeee 3,000 
2 4,588 
t Off ‘ET ISSUES (£ thousand) 
PT. Ref. /*lesraph (Money) Act, 1950 .... 875 
EE ee ee Oe 211 
tbe ters Act, , 1949, 5 Sores acssuas 70 
ap” Sarge oans Act, 1945, s, 2)........ 4,450 
Renee Act 1946, s. 12(3) ... ect tai 952 
nance Acts tan. Buying) Act, 1947, 5. 22(1) ... 6,000 
1946 and 1947: Postwar Credits . .. 247 
12,805 





CHANGES IN DEBT 


(£ thousand) 






































RECEIPTS PAYMENTS 
Treasury Bills 23,833 23% Det. Bonds... 870 
Nat. Savings Cert® 400 Other Debt :— 

: , Def. Bonds 236 Internal 2,965 
Tax Reserve Certs. 2,553 External ; 1,203 
Ways & Means Ad- 
vances 19,875 
21, 022 24, 913 
FLOATING DEBT 
(£ million) 
Treasury Ways & Means | Treas. 
Bills Advances De Total 
Date posits | Float- 
: Public Bk. of by ng 
Tender’ Tap Det we ing- | Banks | Debt 
“— land 
1950 
Sept. 9133120-0 1898-1] 417-3 475-0 | 5910-4 
1951 
June ‘9} 5220-0 2114-4} 370-4 520-0 | 6024-8 
»  16)3220-0 2090-9] 385-4 wad 345-0 $ 6041-2 
, 2515220-0. 2108-7} 384-5 2-3 345°0 | 6060-5 
~~) oe 5352-2 353-0 0-5 344-5 | 6050-3 
July 743220-:0 2155-I} 342-8 344-5 | 6062-4 
» 1443230-0 ' 2129-1] 373-2 544-5 | 6076-8 
» 21)3230-0| 2161-9] 335-4 344-5 | 6071-9 
» 28)3220-0 2176 9} 340-5 344-5 | 6081-9 
Aug. 4§3220-0 2187-7] 320-7 344-5 | 6072-9 
» 11)3220-0 | 2164-2] 280-2 379-5 F 6043-9 
» 18]3230-0) 2212-0] 296-6 355-0 | 6093-6 
» 2513230-0 | 2255-7] 291-2 325-0 | 6101-9 
Sept. 11 5230-0 2287-7] 326-7 290-0 | 6134-4 
as 8] 3230-0 2311-5] 306-9 290-0 | 6138-4 
TREASURY BILLS 
£ million) 
Amount Average Allotted 
Date of Rate at 
lender . of Min 
Offered — Allotted] Allotment Rate 
1950 
Sept. 8 | 240-0 | 313-4 | 240-0 10 3-22 70 
1951 { | 
june 8 | 260-0 | 355-2 | 260°0 10 2-80 62 
» 15 | 250-0 344-0 | 250-0 10 2-88 62 
» 22 | 250-0 | 344-0 | 250-0 10 2-81 62 
» 29 | 250-0 340-5 | 250-0 10 2-91 64 
July 6 1250-0 324-1 | 250-0 10 3:19 70 
aa 250-0 | 345-2 | 250-0 10 2-81 61 
» 20 | 230-0 | 323-8 | 230-0 10 2-84 60 
» 27 | 230-0 | 342-8 | 230-0 10 2°56 53 
Aug. 3 | 240-0 |) 365°6 240-0 10. 2-45 50 
» 10 | 260-0-| 354-1 260-0 10 2-78 62 
» ol7 | 260-0 | 341-4 260-0 10 3-02 68 
» 24 | 260-0 | 318-7 | 260-0 10 3°% 77 
» 31 | 250-0 | 342-8 | 250-0 10 2-87 63 
Sept. 7 § 260-0 | 346-0 260-0 10 2-95 66 














On September 7th applications for 91 day 


bills to be paid 


from September 10 to September 15, 1951, were accepted 


dated Monday to Saturday 


£99 17s. 5d 
in full 


as to about 66 per cent at 


, and applications at higher prices were accepted 


Treasury 
are being offered 
ending September 15th 


for September 14th. 


Treasury deposits. 


NATIONAL SAVINGS 
({ thousand) 


Bills to a maximum of £250 million 
For the week 
the banks were not asked for 
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BANK OF ENGLAND 


RETURNS. 
SEPTEMBER 12, 1951 
ISSUE DEPARTMENT 
f, 
Notes Issued:- Govt. Debt 11.015, 100 
In Cirer lation 135 2,764,827 Other (,ovt 
In Bankg. De- Securities 1385, 804,388 
partment 47,591,996 . Other Secs 69,124 
Com other 
than gold 2,511,388 
Amt. of Fid 
issue 400.000.000 
Gold Coin and 
Bulhon at 
248s. per oz 
hne).. 356,823 
1400, 356,823 1400, 356, 825 
BANKING DEPARTMENT 
{ f 
Capital . 14,553,000 Govt, Secs 527,307,853 
Rest ie 3,938,996 Other Secs.:- 48,446,424 
| Public Deps.:- 16,507,471 | Discounts and 
Public Accts.* 15,425,890 idvances 24,340,297 
H.M. Treas. Securities. ... 24,106,127 
Special Acct. 1,081,581 
Other Deps.:- 389,201,351 
Bankers 294,618,441 Notes........ 47,591,996 
Uther Accts... 94,582,910 Coin 854,545 
$24,200,818 424,200,818 


* Including Exchequer, Savings Bank 


, Commussioners 
of National Debt and Dividend 


Accounts. 


COMPARATIVE ANALYSIS 


(£ million) 











1950 | i 1951 
Sept. | Ang. | Sept. | Sept. 
3} 29] 5 | 

Issue Dept. :— 

Notes in circulation. . 1294 - 21358 -0:1353-2 1352-8 

Notes in banking de — 

ga 56-2 42-4 46-8. 47-6 
Government debt ‘and 
WOrurities* «oo. cca es ts 1346 - 611396 - 2 1396-3 1596-8 

Other securities. ....... a 0-8 0-7 0-7 

Gold and Coin.......... 3-¢ 3-4 3-4 2-9 

Valued at s. per fine oz.. 248/( 248/0 248/0 248/0 
Banking Dept. :— 
Deposits :— 

Public Accounts. ee 14-4) 18-5 17:3 15-4 

Treasury Special Account | 246-9 0-9 3-2 1-1 

en ae sere 283-24 273-6 279-0 294-6 

SoU b's Wie be cata wea 96-1] 98-9 95:1 94-6 

GNU wAasa s exon 639-9 391-9 394-6 405-7 

; Securities :-— 

Government... .......+. 548-6 502-0 318-6, 327-3 

Discounts, etc........... 24-H 29-7 23:0 24:3 

CE Gs deo ctektees us 24-9 35-8 24-3 24-1 

Mans bisa ss eebis 598-0] 367-5 365°9 375-7 
Banking dept. res....... 60 42-9 47-1) 48-5 
renee CicScaetss > 10-9 11-9 11-9 








* Government debt is £11,015,100, capital £14,553,000. 
Fiduciary issue reduced from {1,425 million to £1,400 








Totals 22 Weck Week million on August 21, 1951. 
Ootais >KS 
ended ended 
er ae = Sept. 1 
Sept. 2, | Sept. 1, ° 
1950 | 1951} 1952 COLD AND SILVER 
— mpeg ee 36,200 77,900 2,200 The Bank of England’s official buying price for gola 
Re act phehii eeaee 57,100 62,100 2'400 was raised from 172s. 3d. to 248s. Od. per fine ounce on 
tee ee isi manana : September 19, 1949, and the selling price to authorized 
Net Savings Dr 20,900 15,800Dr 200 dealers from 175s. Od. to 252s. Od. per fine ounce. Spot 
Defence thy “EE pat Ss te sc cahlipeaisiaiante - cash prices during last week were as follows +-— 
ee De eee wee 7,580, 21,58 1,375 Sr FC ES RETR TRIE © cat Ps Meese 
Repayments ....-...+++. 22,659 28,24 2,250 SILVER Goxp 
P a Bs aee he he ‘ Savines Prh ately CGN. OY 1951 London ‘New York) Bombay Bombay 
"Banks :-— . per ounce|per ounce, per 100 tolas} per tola 
| re eran 271,986 286,049, 12,452 i 
aymients ......4-<+%- 301,680 362,307] 13,806 wy e. | Rs. a. Rs. a 
— . : Sept. 6.. 78-5 | 90-16 |; nee te" — . 
Net Savings ......< 00.0 Dr 29,694 Dr76,258Dr 1,354 aa 78-5 90-16 | 
vit : oe Es Markets Closed | 4 - oH a 
Total Net Savings........- Dr 65,673 Dr6?7,11 2,429 ee 78-5 | 90-16 | 187 
Interest on certifecates repaid 12,415, 15,11 600 | -. 1... | 785 | 90-16 | 188 O | ML 7 
Interest accrued ........ os §2,837, 53,17 2,404 o ae 78-5 90-16 | 187 12 ll 61 
Change in total invested . — 25,251,— 29,055— 625 i | 
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COMPANY MEETINGS 





FURNESS, WITHY AND COMPANY 


SIXTY YEARS OF CONTINUOUS EXPANSION 
SIR ERNEST H. MURRANT’S STATEMENT ~ 


The sixtieth annual general meeting of 
Furness, Withy and Company, Limited, will 
be held on September 28th at Furness House, 
Leadenhall Street, London, E.C: 

The following is an extract from the state- 
ment by Sir Ernest H. Murrant, K-C.M.G., 
M.B.E. (the chairman), which has been cir- 
culated with the annual report and accounts 
for the year ended April 30, 1951. 

As stockholders are aware, we have reached 
a landmark in the history of the company, 
this being the sixtieth year since incorpora- 
tion as a public company. The record has 
been one of continuous expansion and teday 
we are able to present accounts which reveal 
the results of a long period of careful 
husbandry and enterprise. 

The statement by the Chancellor of the 
Exchequer in his Budget speech that it was 
intended to withdraw the initial allowances 
was a severe shock to the shipping industry 
as it was felt to be an unfair handicap in 
respect of shipbuilding contracts already 
entered into in good faith for deliveries which 
may extend well into 1954, or even beyond 
that date. Fortunately the Chancellor re- 
ceived the industry’s immediate representa- 
tions with considerable understanding and 
sympathy, with the result that amendments 
were accepted which will permit the appli- 
cation of these allowances to shipbuilding 
contracts placed before the date of the 
Budget statement. 


NEW TONNAGE 


The combined fleet account stands at the 
increased figure of £19,824,940, which in- 
cludes payments on account of ships under 
construction amounting to £1,191,822. In 
the course of the year six new ships have 
been brought into commission, being part 
additions to the combined fleets and in part 
replacements of three ships: withdrawn from 
service. For the purpose of writing down 
at once part of the excessive initial cost of 
this new tonnage, a transfer has been made 
from the fleet replacement account. 

Notwithstanding the: substantial payments 
already made on account of new tonnage, the 
liability in respect of uncompleted ship- 
building contracts at April 30th was 
£5,106,177—approximately £840,000 in ex- 
cess of the corresponding figure a year ago. 
Eight ships are either under construction or 
on order ; some will not come into commis- 
sion until well into 1954 and it is inevitable 
that in the interval other new ships will 
need to be ordered if the group fleet is to 
be maintained. Being well aware of the 
revolving necessity to build for replacement 
alone, your directors ate deeply perturbed at 
the continuing increase in the cost of con- 
struction and the very long period which 
elapses between ordering and obtaining de- 
livery of new tonnage, and as things stand 
today it is not true to say that because we are 
building faster, better and more expensive 
ships, we can make two do the work of three. 
On the contrary, in the majority of our long 
distance trades, the voyages are taking longer 
time, notwithstanding faster speed at sea and 
improved cargo handling -facilities. 


LOSSES CAUSED BY INDUSTRIAL DISPUTES 


It is perhaps appropriate at this. point to 
mention that our records show that in -the 
past financial year ships of the combined 
fleet have been idle for no fewer than 1,299 
ship-days in various parts of the world 
through industrial disputes or kindred 


Se Sete ee | 


TRADING RESULTS 


The gross profit from ships trading and 
all other ancillary businesses amounted to 
£4,646,996. Of this amount £1,969,163 has 
been provided for depreciation of wasting 
assets; £774,895 is required for current 
income tax (here and abroad) and profits tax, 
and a further £730,482 is required to provide 
for the future taxation liability in- respect of 
initial wear and tear allowances. The result 
is that the net amount brought into the 
parent company’s account is £696,982, of 
which £340,000 has been transferred to fleet 
replacement account. 

As stated in the directors’ report, a divi- 
dend of 9} per cént. on the ordinary stock 
of the company is recommended, being the 
average of the gross distributions for the past 
two years. But for the Chancellor’s state- 
ment and the White Paper issued on July 
27th, which foreshadowed legislation limiting 
the dividend permitted to be paid on equity 


‘or risk-bearing capital, it had been your 


board’s intention to recommend the payment 
of 10 per cent. on this occasion. It is claimed 
that dividend limitation is necessary to arrest 
inflation ; in fact it is merely another political 
expedient—one of a long series of such 
expedients. 

We regret that our 12,000 ordinary stock- 
holders are among the many who must suffer 
from the effects of the increased cost of living 
without being permitted to enjoy any com- 
pensating increase in income on their savings. 


THE OUTLOOK 


Whilst the U.K. has more than recovered 
its pre-war volume of tonnage, the position is 
not so satisfactory if expressed in terms of 
the percentage of world tonnage. 

It would seem therefore that both from the 
point of view of national defence, and the 
domestic necessity of maintaining our fleet, 
it is right to continue to build new ships for 
the requirements of our various trades, not- 
withstanding present inflated costs. It follows 
that we must continue to put aside large 
reserves for that purpose. It equally follows 
that there must be a gradual decline in our 
ability even to maintain the present volume of 
tonnage if taxation and methods of assess- 
ment continue on the present level and basis. 
It is therefore to be hoped that the Royal 
Commission on the Taxation of Profits and 
Income will take serious and understanding 
notice of the representations which have been 
made by the shipping industry, and will bear 
in mind that while it is practicable to shear 
a sheep once a year, skinning it has dire 
consequences. 

In recent months gross earnings of the 
shipping industry have been on a higher 
level, but it should not be overlooked that 
gross earnings have been very largely offset 
by violent increases in operating expenses and 
inordinate delays in port. 

As regards the earnings’ of the Furness 
Group of Companies, a substantial propor- 
tion is derived from businesses other than 
shipowning, and outside the United King- 
dom, added to which some of our i 
businesses abroad have derived benefit from 
the devaluation of sterling. 

Our current business continues to be satis- 
pen sag we pond tig ger work with, an 
enthusiastic st a widespread organisa- 
tion. We also have confidence in the future 
of British shipowning provided the achieve- 
ments of the past and hopes for the future 
are not shattered by the introduction 


of 
doctrinal theories such as have resulted in 
costly disillusi 


usionment in other key industries. 
AS HITRY] POTS at 4 Pi? ke 
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CONSOLIDATED Ty 
SMELTERS 
INCREASED TON\ AGE TREATED 


The 22nd annual gener, 


al meeti 

solidated Tin Smelters. | nied ane me TI 
September 13th in [.o: lon, Mr tears - 
Pearce, AMILM.M. (the chime 

siding. | 


The following is an ex:; 


iCt trom his ¢ 
lated statement : — a The 


johns 


Production of tin in concentrares ¢ septe: 
calendar year 1950, as revealed by ace the Kings 
tical Bulletin of the [nternational Tin Say chair 
Group, totalled 168,000 tons as comput The 
with 162,000 tons in 1949. The Fa East ircul. 
producers—Malaya, Thailand and Indonesia ey 
—each showed an increase in their produc eviev 
tion while the production of Bolivia and ing fc 
Nigeria declined. The tonnage of concene pelt 


trates treated in both of our smelteries during p.J.A. 
the yeur under review was in excess of thy dr E 
treated in ‘the preceding year. No prospects Mr 
ing of any moment h: Nn carried out ig omp. 
Malaya for years, and this factor, if it ome for 1 
tinues, must have serious results on the pm many 
duction of tin there. fin 19 


In my last review | referred to a reques 2 join 
to the Secretary-General of the United he re 
Nations by the Tin Study Group for a om nd c 
ference on tin. This United Nations Tin belore 
Conference was held in Geneva from October of the 
25th to November 21, 1950, and was attended Th 


by delegations from ‘twenty countries. A hor 
draft agreement, referred to as the Pats but | 
Draft, proposals relating to the formation of direct 
a buffer stock, contro! of exports and action ode: 
in the event of a tin shortage were debuted on O 
and considered. Various opinions were & Mr P 
pressed on the proposals submitted, buts very | 
these differed so widely, particularly as be ant | 
tween consumers and producers, the Conte- and \ 


ence was adjourned, the delegates havug nce 
concladed that further examination by Gor 
ernments was necessary. [his seems to mo 
leave the industry in a state of uncertainty, 
and it is to be hoped that member Goven 


ments can settle their differences amicably 
and to the ultimate benetir of producers and 
consumers. 


TIN PRICES 


The London Metal Exchange and tt 
Singapore market operaicd throughout the 
year. The outbreak of the Korean waa 
June, 1950, resulted in an increased det 
for tin, and prices on the London and Sing 

© markets advanced gradually for a fms 

desire of some countries to obtamt 
for stockpiling further increased the dea - 
and forced the price to 4 record pare 
Zi,615 per ton on the London beg 
change on February 14, 19! Ths 
increase can only be ascribed to the : . 
tin by certain countries. Fortunately ne 
industry this high price operated for eo 
only and a recession started on the = o 
I venture to suggest that no respons! oe 
producer in the world hac any — ae 
the price maintained at so high a ieve, - 
i j 4 -h a high price 
ing as they did that suc i we 
bring its own unfavourable repercu 3 


Producers are, however, entitled to e > 
ice for their tin, and in deciding W : 
fair price due regard must be ene a 
fact that tin is a wasting asset and me 

no means @f replacing it once 1 ™ 


> " is 
The met revenue of the company 


£309,125 compared with £236,227 a 
preceding . Your directo _ . 
recommend for approval 4 ivide 
codionry stock of _ together with a bonus 
dividend of 6d., making « rotal of 2s. 0 
£1 stock. 
re was adopted. 
SREY DEA e Pt 
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PINCHIN, JOHNSON & ASSOCIATES, 
LIMITED 


RECORD PRODUCTION AND SALES 
\TISFACTORY YEAR’S TRADING DESPITE MATERIAL SHORTAGES 
MR G. R. T. TAYLOR’S STATEMENT 


| general meeting of Pinchin, 


> ann 
"al & Associates, Limited, was Seld on 
sember 12th at the Connaught Rooms, 
reocwav. W.C.2, Mr G. R. T. Taylor (the 
Baseman iding.- 
f ¢ is the chairman’s statement 
ted : the report and accounts for 
the year ending March 31, 1951: Before 
reviewing the results of the company’s trad- 
ing for the ear to March 31, 1951, I must 
refer to the grievous loss sustained by the 
PIA. group of companies in the death of 
Mr E. P. Thompson. 
Mr Thompson became secretary of the 
ompany in 1927 and was partly responsible 


or the details of the amalgamations with 
many of the preset associated companies. 


n 1934 he was elected a director and became 
4 joint managing director in 1939, In 1949 
he retired from his managing directorship 
bnd continued as financial director. Shortly 
hefore his death he was elected vice-chairman 
of the board. 

The gap created by the loss of Mr 


Thompson's services will not be easily filled, 
but the additional burdens of my fellow 
directors and myself had been previously 
oderated by the appointment to the board, 
n October 11, 1950, of Mr T. S. Dally and 
{r P. Evans. Both of these gentlemen have 
ery successfully filled for many years impor- 
tant execuuve positions with the company, 





and we are confident that their long experi- 
nce of our industry will be of the utmost 
walue in dealing with problems which we still 
have to face 
I will now refer to items in the accounts 
hich may need clarification. 
ACCOUNTS 

The total profits of the group, after provid- 
ing fo harges, amount to £1,494,153, 
bgainst {1,201,351 for the preceding ycar. 

Included in the figures for the period 
ding March, 1951, is the sum of £25,813 

respect of exchange profit applicable to 
revious \ This has occurred by the 
onversion of overseas profit and loss account 
balances at the official rates of exchange ruling 
bn March 31, 1951, the profit arising there- 
rom as a result of the devaluation of sterling, 
hot having been dealt with im our accounts 
© March, 1950. 

Total taxation has absorbed approximately 
185,000 more than in 1949-50, while 
minority shareholders of our subsidiaries 
ve taken a larger sum, leaving the parent 
oMpany s proporuon of net profits, after de- 
puction of tax, £552,116 against £455,234, an 
Actease of / 66,882. 

The parent company’s portion of transfers 
» feserves in the subsidiary companies’ 
counts are shown in the consolidated profit 
Me joss account. Assuming that the final 
tdinary dividend of 17} per cent. is 

Proved. :t will be noted that our portion 
F undistributed profits carried forward in the 
Ponsolidaied profit and Joss account is in- 
eased by £132,865. 

You will be pleased to learn that the in- 
Hease In net 


2 profits has been almost equally 
py att beween (@) the parent company and 
) OUF Overseas subsidi companies. The 
oMpany’s interests pe go wrens spread 
; oughout ‘he world, and most of our asso- 
‘ted companies have improved upon their 


Pevious resuits, 
balance-sheet 


€ parent 


company’s 


reveals that there were further expenditures 
during the year under the headings of 
“Investments—subsidiary companies” and 
“trade investments ” amounting to approxi- 
mately £396,000. The value of these assets 
cansiderably exceeds the book value. Shares 
inf subsidiary companies shown “at under 
market value” at £931,882 are quoted and 
at March 31, 1951, had a market value of 
about three times their book value. 

With regard to floating assets, you have 
doubtless observed that stocks and debtors 
show large increases over the previous year. 


. The present world-wide inflationary pressure 


on the level of prices is responsible for a 
much larger working capital being required 
to finance current trading and the cost of 
capital projects continues to rise. While this 
pressure exists, and bearing in mind that a 
reaction in the price level may occur in the 
future, it is your directors’ constant care that 
the funds of the company be conserved as 
much as possible. 

The consolidated balance-sheet shows that 
shareholders’ funds, based on book values, 
amount to £7,101,639, each ordinary share 
of 10s. being covered over two and a-third 
times by tangible assets at book value. 

This valuation is extremely conservative, 
ignoring. as it does the very considerable ex- 
cess of the real values of fixed assets over the 
book values. 

The increase in the consolidated share pre- 
mium account from £1,850,620 to £1,918,975 
is due to premiums obtained on the recent 
issue made by our Australian company. 

The alterations in the other consolidated 
reserves, not detailed in the accounts, are 
caused by adjustments due to the conversion 
of overseas reserves at the official rates of ex- 
change ruling on March 31, 1951. 


GENERAL REVIEW 


The directors’ report has referred to the 
production and sales records which were again 
achieved in the past year. This satisfactory 
position has been made possible by the 
modernisation and extensions of our main 
factories which have taken place in the last 
few years. 

Shortages of some raw materials were, and 
still are, retarding our full development pro- 
gramme, but our technicians made profitable 
use of those materials which we were able to 
secure, with the gratifying results disclosed 
in the accounts. 

You will be interested to know that in this 
festival year, a considerable volume of your 
company’s products were used for the decora- 
tions at. the South Bank, London, exhibition. 
We are also pleased to record that we were 
called upon to meet increased demands for 
our surface coatings by am ever increasing 
number of the industrial undertakings in the 
country. 

In common with most other manufacturers 
in the great majority of industries, we have 
been forced to increase selling prices to meet 
part of the additional cost of raw materials 
and other expenses of production. We regret 
the necessity for such action but any other 
course would bring disaster to your company. 

Competition in the industry remains keen 
and the rate of profit per unit of output is 


low. 

I said last year, and I reiterate, that profits 
can only be maintained by a re 25 volume 
of sales. It is therefore particularly pleasing 
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that the volume of sales again achieved a 
record in the past year. 


EXPANSION ABROAD 


Between December, 1950, and February, 
1951, I visited the plants of your companies 
in Australia. I was impressed by the pro- 
gress being made by these companies, and 
especially by the tremendous scope for our 
industrial specialities in the Australian 
market. Mr P. Evans, one of the directors 
recently appointed by your board, is now in 
Australia._where he will be fully occupied for 
some months on the company’s buSiness. 

The development of Australia’s secondary 
industries is gathering momentum and our 
companies there are recording a large increase 
in turnover despite the difficulties they are 
having in obtaining sufficient raw materials 
to enable them to plan their production in 
the most advantageous manner. The income 
we have derived from our Australian com- 
panies has increased during the past year and 
it is probable that the additional capital 
recently invested wiil earn a reasonable rate 
of profit in the future. 

During the past year some of our overseas 
companies have been partially reconstructed 
and this process is still continuing, involving 
re-capitalisation in the coming months. 

The pages attached to the annual report 
may serve to illustrate to shareholder; some 
of the overseas ramifications of your company. 


THE PAST YEAR AND FUTURE OUTLOOK 


The year under review has been one of 
consolidation and expansion both at home and 
abroad. Increasing demands for our materials 
—both decorative and industrial—is an en- 
couraging sign of the wide acknowledgment 
of their superior quality ; manufacturing con- 
sumers recognise that the use of first-class 
finishes on their own products provides an 
important stimulant to their sales and we are 
confident that this old-established under- 
taking is better equipped than ever before to 
maintain our lead in the industry. 

In conclusion, I am sure you will agree 
that our thanks are due to the management, 
members of the staff and all other workers 
throughout the world for their co-operation 
and loyalty. 

The report and accounts for the year ended 
March 31, 1951, were adopted and a final 
dividend of 174 per cent. (less tax) was 
declared on the ordinary shares, making 25 
per cent. (less tax) for the year. 

The retiring directors were re-elected and 
the auditors’ remuneration was fixed. 





RICHARD THOMAS AND 
BALDWINS 


ANNUAL GENERAL MEETING 


The annual general meeting of Richard 
Thomas and Baldwins, Limited, was held on 
September 6th at 47, Park Street, London, 
W., Mr E. H. Lever, chairman and manag- 
ing director, presiding. 

The chairman moved the adoption of the 
report and accounts for the year ended 
March 31, 1951, and the payment of a divi- 
dend at the rate of 15 per cent. per annum 
on ordinary stock, less income tax, for the 
period February 15 to March 31, 1951. 

The chairman of the Iron and Steel Cor- 
poration of Great Britain seconded the resolu- 
tion and it was carried unanimously. _ 

Mr E. H. Lever announced that owing to 
illness Sir Andrew Agnew, C.B.E., did not 
wish his name to go forward for re-election, 
and the chairman of the Iron and Steel 


a em expressed his regret. 
remuneration of the Auditors, Messrs 
Peat, } Mitchell and Company, 
having been y fixed, the proceedings 
terminated. 
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THOMAS DE LA RUE AND 
COMPANY, LIMITED 


IMPROVED RESULTS 


MR B. C. WESTALL ON SUCCESS 
OF BOARD’S POLICY 

The fifty-fourth annual general meeting of 
Thomas De La Rue and Company, Limited, 
was held on September 12th in London, Mr 
Bernard Clement Westall, C.B.E. (chairman 
and joint managing director) in the course 
of his speech, said :— 

The net profit for the year, before taxa- 
tion, shows an increase from £503,953 to 
£623,103. . This increase is entirely brought 
about by an improvement in the trading re- 
sults of the industrial side of your company. 

During the course, of the year mew con- 
tracts were obtained for the security printing 
division. It should be borne in mind, how- 
ever, that the contract for the printing of all 
documents of monetary value for the 
Dominion of Pakistan will be transferred 
gradually to the Pakistan Security Printing 
Corporation at Karachi, in which the com- 
pany holds a 40 per cent. interest. 


EXPANSION OF INDUSTRIAL SECTIONS 


As long ago as 1943 your directors fore- 
saw the possibility of a contraction in the 
security printing division, and so, with a view 
to meeting such a situation, they decided on 
a policy of expansion of the industrial section 
of the business. The scale of expansion of 
the plastic and gas divisions was such that 
it was inevitable that a considerable passage 
of time should elapse before these large un- 
dertakings could reach a profit-earning basis. 
For the first time a substantial proportion 
of the profit for the year has derived from 
the industrial divisions. I am of the opinion 
that during the current year the major part 
of the profits will derive from this side of 
the company’s interests. 

In the plastics division sales were double 
those of the previous year. In particular, 
there has been a big expansion in the export 
of laminated plastic products which are sold 
under the trade names of Formica and 
Delaron, and from the orders on hand your 
board has reason to believe that even a 
greater proportion of sales during the new 
financial year will be for overseas. With the 
volume of raw materials at our disposal, we 
have good reason for confidence in the results 
of the current financial year. 

The stationery division showed a some- 
what better result for the year and contri- 
buted a modest profit. In due course it is 
hoped that this section of the company’s 
interest will be expanded, but the nature of 
the business will make such an expansion 
rather a slow process. 


THE GAS DIVISION 


The prospects of the gas division for the 
current year are also good. The new gas 
cookers which we have designed have met 
with an excellent reception and the output 
of the factories has been sold for a long time 
ahead. Production of the Multipoint heater 
has been transferred to the Tynemouth fac- 
tory with beneficial results and sales have 
slightly increased, chiefly for export. 

I think stockholders will agree that the 
policy which has been consistently pursued 
by the board of expanding and developing 
the industrial side of the business, sometimes 
in the face of setbacks and difficulties, has 
now been proved to have been a wise one. 
Insofar as it is possible for any human to 
foresee the future in these difficult days, it 
would appear to me that there is every pros- 
pect that the scale of profits and the rate of 
dividend can be maintained. 

The report and accounts were unani- 
mously adopted and a final dividend of 35 
per cent., less income tax, making 50 per 
cent. for the year, was declared. 


ARTHUR BALFOUR AND 
COMPANY, LIMITED 


YEAR OF GREAT ACTIVITY 
LORD RIVERDALE’S REVIEW 


The fifty-second annual general meeting 
of Arthur Balfour and Company, Limited, 
was held yesterday at Capital Steel Works, 
Sheffield, 3, Lord Riverdale, the chairman of 
the company, presiding. 

The secretary, Mr W. H. Eyre, A.A.C:C.A., 
read the notice convening the meeting and 
Mr J. Wortley, of Joshua Wortley and Sons, 
read the report of the auditors, 

The following is the statement by the chair- 
man which had been circulated with the 
report and accounts for the year ended 
December 31, 1950: 

This is the first annual general meeting 
since the conversion of this enterprise into 
a public company. I am glad to be able to 
report the completion of a successful year’s 
trading. 

The accounts of the group show a profit, 
before taxation, of £483,889. The year has 
been one of great activity, but some profit 
is due to a strong and especially favourable 
wind, which has already abated, and may 
even change its direction. For this reason 
your board have decided to increase the 
reserve for stocks and contingencies by an 
amount of {£25,000 to make a total of 
£100,000, and this is additional to a sub- 
stantial increase in general reserve. The 
ever-present possibility of a head wind in 
this world of disturbances such as might be 
caused by a sharp fall in material values or 
selling prices; whether or not accompanied 
by trade recession and the consequent effect 
upon the values of stocks and work-in-pro- 
gress, make a cautious policy the more 
desirable, if not indeed a necessity. . 

By December, 1950, the full effects of the 
rise in prices, of alloys in particular, and the 
difficulty or restriction in the supply of raw 
materials had not taken effect to the degree 
under which we are now operating. The 
company must suffer from some handicaps in 
this respect during the present period. 

The present excessive rate of taxation is 
bound to constitute a drain on the capital 
required to replace stocks, maintain the 
volume of business and the sales organisation. 

The needs of the rearmament programme, 
while likely to ensure active trading, must 
eventually cause some dislocation in the 
export trades which are an important part 
of the operations of your company. Every 
effort will be made to safeguard the selling 
organisation with a view to the future. 


CURRENT YEAR'S PROSPECTS 


While endeavouring to take a prudent and 
cautious view and fairly assess the uncer- 
tainties of today, I am happy to tell you that 
the operations of your company in the first 
six months of the present trading period have 
been maintained at a high and satisfactory 
level, comparing favourably with the same 
months of 1950. I and the board share the 
view that we can look forward to the future 
with reasonable confidence. In our long ex- 
perience the widespread nature of our opera- 
tions has, in the past, withstood many strains 
and stresses, and I see no reason to doubt 
our ability to maintain our position in the 
future. 

The possibilities of further expansion in 
overseas activities are under continual and 
active review, and preliminary steps are now 
being taken to augment the capacity of a pro- 
ducing unit in the Dominions. 

The subsidiary companies have had a satis- 
factory year and made an increased contribu- 
tion to the results shown in the accounts. A 
steady policy of re-equipment and improve- 
ment has pursued and will be main- 
tained so far as restrictions permit. 


THE ECONOMISs} 
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GEORGE WEST 
(WEATHERPROOFS) 


FURTHER EXPANSION BOTH HOME 
AND OVERSEAS 


The twenty-fourth annual general meeting 
of George West (Weatherproofs) Limited 
was held at Aquascutum House, 100, Regent 
Street, London, W.1, on September 12, 1951. 


Mr Gerald M. Abrahams, the chairman, 
presided. 


The following is an extract from his circv- 
lated statement : — 


F am happy to report the conclusion of 
another satisfactory year’s trading. Our sales 
have expanded, both on the home and over- 
seas markets, and, with the improved results, 
your directors are pleased to recommend a 
dividend of 124 per cent. for the 12 months 
ended January 31, 1951, which represents aa 
increase of 24 per cent. per annum over the 
rate paid last year. 


The expansion of turnover and_ higher 
prices for raw materials have caused further 
mereases in stocks and debtors, and here | 
can inform you that our raw material stocks 
were purchased in the main just before, of 
at the beginning of, the price rises in woo 
in the autumn of 1950, which put us in the 
favourable position of not having to buy 
when prices subsequently rose very 
higher. In the circumstances, our stocks cam 
be considered satisfactory. 


Further progress has been made in the sale 
of your company’s products in the may 


overseas markets we now serve, and | ai 
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WESTERN MINING 
CORPORATION LIMITED 


SATISFACTORY DEVELOPMENTS 


I | General Meeting was held 
bn September 6th in Melbourne. 

Sir Walter Massy-Greene (the chairman), 
; the course of his speech, said: The appro- 
briation account balance brought forward at 
pril 1, 1950, was £A455,544, which, adding 
he net profit for the year of £A101,611, 
ives a total of £A557,155. After deduction 

dividend No. 8 of 6d. per unit, £A69,859, 
a is balance to carry forward of 

A487,296 
‘The affairs of the companies in which 

estern Mining Corporation has substantial 
terests have recently been reviewed at 


¢ annual meetings. Developments, though 
arying from mine to mine, have, in general, 
tn very satisfactory. 
Over the last few years the Corporation 
as been dependent for its. profits on divi- 
ads from Central Norseman Gold Corpora- 
pon N.L. and Gold Mines of Kalgoorlie 
ic. and occasional profits on the sale 
proper The two dredges of Central 
ictoria Lredging Company N.L. have now 
fen brought into commission and it is 
Ppected that dividends from this Company 
il’be rece:ved during the current year. New 
wigardie Gold Mines N.L. has nearly 
ospcdh ae programme and we 
“Y 00K lorward to the gradual re nt 
ts debt. At Great Wester Consolidated 
“~» it appears that the mine «will come into 
oduction in the latter part of next year. 
ge from the various capital expendi- 
hs pisnt, etc., the circumstances of the 
oer rs of steadily rising costs and 
. n dates of delivery have led to an 
~ eased lock-up of cenital by the various 
‘ “ah n stores. ‘s’aking into account 
ge and the expected results of the 
co. paeing companies it is anticipated 
tease 2HON'S revenue in future will 


The Teport was adopted. 


ALLIED SUMATRA 
PLANTATIONS 


INDONESIAN PROBLEMS 


MR A. L. MATHEWSON’S STATEMENT 


The twenty-fifth annual general meeting of 
Allied Sumatra Plantations, Limited, will be 
held on October 17, 1951, at the offices, 1-4, 
Gréat Tower Street, London, E.C. 

The following is an extract from the state- 
ment of the chairman, Mr A. L. Mathewson, 
which has been circulated with the report 
and accounts for the year ended December 
31, 1950: — 

The difficulties with which the estate owner 
in Indonesia has to contend are now so well 
known to the investor here as scarcely to re- 
quire recapitulation. Apart from the present 
insecurity under which the staff are working, 
crop thefts often reach as much as 50 per 
cent. ; labour strikes and unrest are skilfully 
fomented by Communist dominated trade 
unions and there js general unwillingness to 
give a fair day’s work, despite, or because of, 
the exaction of ever higher and uneconomic 
rates of pay and of free issues in kind. Fiscal 
burdens in Indonesia alone absorb not 
merely half of the estate’s profit but today are 
the equivalent of half the value of the product. 
We are faced with continually mounting in- 
flation. 

Looking for a bright side to a sombre 
picture 1 think there is now a growing aware- 
ness of the critical nature of the situation. 
Indonesia is not without intelligent and 
patriotic leaders. It is unthinkable that, alive 
to the danger, they should fail to exert them- 
selves to the utmost to arrest the present 
decline and to counteract the schemes of 


communistic: agents actively seeking to 
dominate Indonesia and her 75 million 
people. Indeed, the numerous arrests re- 


cently reported in Djakarta, Medan and else- 
where would appear to provide welcome 
evidence of official determination to deal 
firmly with subversive activities. 


ESTATE TITLES 


If, as we earnestly hope, these efforts lead 
to the establishment of law and order and 
conditions conducive to the efficient opera- 
tion of the plantation industries, one of the 
major questions to which it seems to us the 
Indonesian Government would be well ad- 
vised to give especially careful thought is 
that of estate titles. We learn that it is the 
intention of the authorities to tackle this 
particular problem now in so far as it con- 
cerns North Sumatra, where they apparently 
contemplate negotiating and substituting 
new titles for old. Speaking generally, while 
a few leasehold titles have between 30 and 
40 years unexpired, with, in some cases, an 
option to renew for a further 50 years, others 
have recently expired and a large number 
have relatively short remaining lives. 

Under present conditions more and more 
countries appear to be studying ways and 
means of attracting investment from over- 
seas. From every point of view therefore it 
would seem desirable that before definite 
provisions governing the issue of estate titles 
are written into the Statute Book, the 
Indonesian authorities should take steps to 
ascertain that whatever provisions they ccn- 
template are such as will attract and encourage 
foreign investment on the requisite scal 

For instance, it is reported that a m*xi- 
mum term of 30 years for new leasehold 
estate titles has been mooted in i 
quarters. That, or indeed anything shorter 
than the renewal option period to which I 
have referred, can be shown to be quite in- 
adequate for long lock-up investments like 
plantations of rubber, tea, oil etc., 
and I have no doubt that inquiry in com- 
petent quarters here would readily esta 
that serious informed investors would regard 
such a term as an unattractive basis for a 
venture of that nature. 
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COAST LINES, LIMITED 
SUCCESSFUL TRADING YEAR 


The thirty-eighth annual ordinary general 
meeting of Coast Lines, Limited, was held, 
on September llth, in London, Captain 
A. R. S. Nutting, O.B.E., M.C. (chairman of 
the company) presiding. 


The following are extracts from his circu- 
lated statement: 


We have enjoyed a successful year of 
trading. The consolidated net profit, subject 
to taxation, amounted to £1,036,584, against 
£684,616 last year, an increase of. £351,968. 
The profit of the Group, less taxation, 
amounts to £430,207, of which £12,042 is 
attributable to outside shareholders in sub- 
sidiaries. The net profit of Coast Lines, 
Limited, available for dividends and reserves 
is £335,825, an increase of £162,059 over 
1949. An interim dividend of 5 per cent., 
less income tax, was paid upon the ordinary 
stock on July 23, 1951. The directors 
recommend no further payment for 1950. 

The board has come to the conclusion 
that steps must be taken to equip the group 
with adequate vessels to replace those whose 
useful life will be ending in the next few 
years. In furtherance of this policy, orders 
have been pldcéd in 1951 for the construc- 
tion of a passenger vessel to relieve our 
passenger liners while undergoing overhaul 
and survey, a cattle carrier and two cargo 
ships. 


We are encouraged by the progress which 
has taken place, and we hope that your 
company’s sete will over the years yield 
a satisfactory and increasing income. Our 
trading profits for the months of the year 
1951 encourage the hope that the improve- 
ment in 1950 will be maintained. 

The report was adopted. 





INDIAN COPPER 
CORPORATION, LIMITED 


SATISFACTORY RESULTS 


The twenty-seventh annual general meet- 
ing of the Indian Copper Corporation, 
Limited, was held on September 12th in 
London, Sir Godfrey Fell, K.C.LE. C.S.L, 
O.B.E., chairman and managing director, 
presiding. 

The following is an extract from his cir- 
culated statement: 

The gross profit for the year 1950 was 
£612,682—£19,130 more than in 1949. The 

oposed dividend is 124 per cent., less tax. 

financial results for the year may be re- 
garded as Satisfactory. 386,156 short tons of 
ore were treated in the mill. This is the 
highest since 1941, when 397,390 short tons 
were treated. The production of refined 
copper increased by 224 long tons. On the 
other hand, the output of rolled metal was 
lower by 1,863 long tons. 

Although the total footage driven was 229 
feet less than in 1949, the payability in- 
creased by 5.4 per cent. to 635. \per cent., 
the highest since 1945, owing to develop- 
ment in more favourable ground. The 
increase of 288,765 short tons, bringing the 
total of the estimated ore reserves to the 
record figure of 3,087,195 short tons, is most 
gratifying. 

The possibility of recovering sulphur pro- 
ducts at Moubhandar was the subject of pro- 

consideration prior to the outbreak 
of war in 1939. Your directors came to the 
conclusion that the project was, at that time. 
uneconomic : The problem, which is now of 
considerable importance, is being -réton- 
sidered, and an eminent expert is. now 
visiting the property to report and advise on 
the project. 
‘The report was adopted. 





Factory sites im Canada 


Our Foreign Business Department can assist 
you in finding suitable factory sites in Canada. 
This department is a ready source of information 
on markets, sources of supply and kindred 

subjects of vital interest to business men. 
London Offices— 


6 Lothbury, E.C.2. B. Strath, Mgr. 
2-4 Cockspur St.,S.W.1. R.B. Murray, Mgr. 


THE ROYAL BANK 


OF CANADA Over 750 branches m 


Canada, the West Indies, 
Head Office, Montreal Central and South 


Offices in New York and Paris America. 


Incorporated % Canada in 1869 with Limited Liability. 






















UNIVERSITY OF LONDON 


DEPARTMENT OF EXTRA-MURAL STUDIES 
UNIVERSITY EXTENSION COURSES 
The following are some of the evening courses arranged for the 
Session 1951-52, commencing in September: 
Price Determination in Theory and Practice 
British Foreign Policy 
Economics of Distribution, 
Human Problems of Industry 
Many other University Extension Courses in arts and sciences, 
seme residential will be held at centres in London and the Home 
Counties. Further information may be obtained from the Director, 
Extra-Mural Department, University of London, Senate House, W.C.1. 


UNIVERSITY OF ABERDEEN 
APPOINTMENT OF SECRETARY TO THE UNIVERSITY 
The University Court will, in the Autumn, 1951, proceed to the 
appointment of a Secretary to the University which office will become 
vacant on September 30, 1952. It is intended that the person 
appointed should take up duty some months before the present 

Secretary demits offics. 
Salary at least £2,000 per annum with F.S.S.U. and Children’s 
Allowance. The University pays a proportion of removal expenses. 
Further particulars and form of application may be obtained from 
the yer G with whom applications should be lodged not later 
e 


than September 30, 1951. 
H. J. BUTCHART, Secretary. 
__ The University, Aberdeen. fs} re 
SCHOOL OF ECONOMICS, DUNDEE 
17, BELL STREET, DUNDEE. 


Courses of study are provided.for the external degree of 
B.S5c.(Econ.) of London University with the following Special 
Subjects: 





Analytical and Descriptive Economics; 
Modern Economic History; 
Industry and Trade. 

Next Session gins October 2nd. 


I CAN offer exceptional qualifications for remunerative mission or 
employment. Wide experience in marketing and advertising, 
knowledge of four languages, engineering training and literary 
experience, Would travel anywhere or tackle difficult problems but 
must be interesting.—Write x 745. 


{VERY BUSINESS thic small Agency works for has Grown: many 
4 from small beginnings, some to top level in their fields» We 
can give the service that Builds to the firm that needs it: advertising, 
mailing, brochures, catalogues, exhibitions, et¢—Fordham Saditr 
Advertising Limited, 33, Torrington Place, W.C.1. Euston 3721-3. 


PENING sought by young executive, 28, at present assistant to 


managing director, University education, preferably on sales side. 
—Box 737. 


es Industrial Compauy with London Headquarters is about to 
44, make “an appointment in its Personnel Department. It calls for 
a man used to dealing successfully with executive staff rather than 
operatives. Applications would be welcomed from gentlemen of 
University education standard, 35-40 years of age, with industrial and 
service experience. The appointment. which is pensionable would 
have a commencing salary of £1,000 a year with excellent prospects, 
Full details of qualifications and experience to Box 738. 
VHARTERED ACCOUNTANT, 39, Prize Winner, Public School and 
/ Cambridge University, Director and Chief Accountant of Large 
Group of Public Companies, several years top-jevel commercial 
experience, seeks new pcsition in Accountanty or Finance. 
Languages, German ‘and fluent French.—Box 742. 


ARGE Group of Engineering Companies in North West require a 
44 Training and Education Officer. Candidates should have a degree 
in a faculty of Engineering and experience of industrial education 
in all its branches. The position carries a salary of between £750 
and £950 per annum ac*ording to qualifications, experience and poten- 


tial capabilities. Non-contributory Pension Scheme ji ion.— 
Reply Box 739. y in operation. 
y JARMTH, comfort and good food at a firsi-class hotel in 

Devonshire. Winter terms £5 5s. per week from October Ist for 
& stay of not less than 3 months. Write Major Morris, The Arundel! 
Arms Hotel, Lifton, Devon, Telephone: Lifton 244. 


B.W. BLYDENSTEIN & co, 
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BANKERS 





We specialise in all financial transaction 
The Netherlands 


54, 55 & 56, Threadneedle Street, London, EC2 


$ with 





a, 


ASSURANCE COMPANY Limrtep 


CHIEF OFFiC 
OXFORD STREET IANCHESTER | 


THE REFUGE 
WILL SAFEGUARD THE FUTURE 


NITED NATIONS is seeking Senior Economists tn the fields of 

International Trade International Finance, Economic Stabiii 
and Economic Development available for immediate or tetun 
employment at UN Headquarters, N.Y. Candidates should possess 
the highest academic qualifications in applied economics and economi: 
theory, have wide practical experience in directing research projecta, 
and be able to produce reports in a form suitable for publication 
Excelient knowledge of English and working knowledge of Prensh 
or Spanish essential. Entrance salaries betw US $6,000 anf 
$7,300 free of all taxes plus various allowances. Candidates nee 
not be immediately available, Send full particulars including age 
nationality and .ecord of employment to Recruitment Section, Bureay 
of Personnel, United Nations, New York, USA. Applications which 
do not meet minimum requirements will not be acknowledged, 


DEDDLING mechanised! The Festival Authorities have recognised 














a social one in rats tay habits by showing one of our 
magnificent ‘‘N-C.B. Electric sif-Service Mobile Shops—for one 
of the largest London Mutiples—in the Transport Pavilion at th 
South Bank. If you are interested in Retail Distribution of Pod 
you might care to have a look at it, Our experience in Mobile Shop 


operation is at your disposal by consulting Smith's Mobile Shop 
Advisory Service, Princesway, Gateshead on Tyne, 11, who will als 
be pleased to send you a reprint of an article in © Facts for Industry” 
under the above subject heading. 


PROPERTY FOR SALE 


Factory, centrally situated in Edinburgh, one of the lowest rated 
cities in Great Britain; presentfy used as a printing works; 4 floom 
and basement having approx. total floor area 20,000 sq. feet; —— 
use—light industrial; assessed rent £235, derated to £58. No gro 
burdens, electric lift, two loading banks, ai! in modern condition, 
approximate entry December. Permission to view from and offers 
to Shepherd and Wedderburn, 16, Charlotte Square, Edinburgh. 


ON'T you often wisn you had a simple means of keeping all your 

domestic papers, letters, documents, receipts, ete., in orderly 
form out of eight, yet always instantly available for immedias 
reference? The new Automatic Secretary for the Home is the ided 
device, simple, compact, durable, inexpensive, it is also an automaut 
reminder, Send P.C, for descriptive leaflet AS33 to Shaw Publishing 
Co., Ltd., 180, Fleet Street, London, E.C.4. 


YOST AND WORKS ACCOUNTANT required by Glaxo Laboratorits 
/ (India) Limited, for duty in Bombay. The position is a progres 
sive one and will be offered to a man who is a member of th 
Institute of Cost and Works Accountants, and has experience & 
factory accounting and standard costs. The Managing Direnes 
at present available in London to interview applicants who hy 
be of British birth, preferably unmarried.--Apply in writing with r 
articulars of education, qualifications and previous post me 
ersonnel Manager, Glaxo Laboratories Limited, Green 
Middlesex. tie ae i 
OUNG Woman, London University Honours Degree French, 
experience England and West Africa, Literary and hay 
ability, sceks post Secretarial, Parliamentary, or Int-rnational / vk 
—Address, “ ¥. W. L."’, c/o Dixons, 1/9, Hills Place, Oxford St, 





PICTORIAL STATISTICS 


for popular presentation of figure-facts_ in repor's bookies films 
and alvertionmante. As supplied to Conservative Centra a 
General Blectric Company, etc. Over 1,000 of ou ag ye 4 
Pleas send details Of your requirements for estimate oF ask 


ROBERT BRANDON & PARTNERS LTD. 


Advertising and Public Relations ; 
(Charts Section), 47 Albemarle Street, London, W.l 
Regent 0901 





Postal 7 C A 

Tuition for . C & = 
fon tou stat 

The London University B.Si. Boon. Degree is a vauabie qua ocelot deatige 


‘¢ ng ¢ ci 

research and welfare work in commerce and industry, and lor ' Sithout Uni 

posts under Education authorities, etc. The degree is open 0 ** TT 

residence, You ma for three examinations at home under by instalments 
all fest. 1894) : fees are reasonable and may be pale 

! 
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